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ABSTRACT
Outsourcing some or all Human Resources functions is a part of a growing trend. Organizations
have different reasons to contract HR to an outside provider sueh as to save money, foeus on
strategic Human Resources, improve compliance, gain access to skilled HR professionals, or take
advantage of teehnology. This thesis focuses on the outsoureing of Human Resources aetivities
and possible impacts on organizational performance. Due to the large amount of multinational
organizations with presence in Ireland, the research focused on outsourcing of HR functions in
multinational organizations.

Two different types of questionnaires were eonducted targeting Human Resources professionals
and Line Managers. Analysis of the questionnaire responses resulted in the identification of a
number of findings. One of the findings shows that organizations that have high salary expenditure
can reduce their costs with up to 30% by outsourcing mechanical HR activities such as recruitment
and payroll.

Another finding coneems with the collaboration of the HR department and Line Managers and the
causes for inability of HR people to effectively address employees’ inquiries. It shows that HR
employees in multinational organizations with presence in Ireland have the expertise to deal with
inquiries but do not have the time to address all employees and management issues due to excessive
workload.

A third finding of the questionnaires highlights that HRO has impacts on Line Managers’
responsibilities. The research shows that Line managers are responsible for some HR duties and a
different management skillset is required as a result of the eontracted HR activities.

A fourth salient finding discusses the effects as a result of recruitment serviees provided by an
outside HR vendor. The research shows that people hired by recruitment agencies are more likely
not to fit in the corporate culture of the organization whieh results in them being less confident and
less engaged in their work compared to employees hired from an in-house recruiter.
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Chapter 1: Introduction

1.1 Background Overview
Organizations need to restructure and reform in order to ensure they keep up with consumers’
demands. Many businesses are no longer as localized as they used to be (Entrekin and Court, 2001;
Schultheis and Summer, 1998). They find themselves in a highly competitive international market
and in order to sustain growth, they have to be flexible. According to Lee (2008), companies need
to focus on core competences and to outsource non-core functions. This strategy allows
organizations to increase efficiency without creating additional costs from investment in people
and technology (King, 2007).

Outsourcing can be defined as organizations delegating their non-core functions to an external
entity that provides a particular service, function or product (Hansen, 2009; Lawler and Mohnuan,
2003). Lawler and Mohraman (2004) propose that the outsourcing of Human Resources functions
will improve efficiency. Business leaders use outsourcing as a strategy to reduce costs, increase
flexibility, gain access to advanced technology and focus on primary activities in order to meet
business goals (Khanna and New, 2005; Lilly, 2005). Reed (2001, pi 19) gives the following
definition of HR outsourcing:

Human Resource Outsourcing (HRO) is the process of transferring elements of a
company’s HRMfunctions or activities to a provider outside of the company itself

Outsourcing some or all Human Resources functions is a part of a growing trend. Organizations
have different reasons to contract HR to an outside provider. Many business leaders prefer to
outsource some or all HR functions as they cannot afford to employ skilled part or fulltime
employees across all areas of operations (Greer, 1999). According to Henneman (2005), the
developing and maintaining of HR activities in-house might require significant efforts and
expenditure. Research shows that HR function has become the most popular function to outsource
(Bednarz, 2005; Hayes, 2006; Henneman, 2005). According to a report using interview and survey

data from HR managers in 125 multinational organizations, 60 % of the eompanies outsouree some
or all of their HR activities to an outside provider (Oshima, 2005).

There are many studies supporting the idea that outsourcing HR activities can increase employee
efficiency because employees are able to focus on their core responsibilities and especially on
strategic Human Resources Management, rather than the usual administrative activities (Taylor,
2007). The contracting of the HR activities can result in tangible benefits to the business, including
increased HR employee performance. This is because the HR department can focus on their core
tasks, especially on strategic management, rather than the traditional administrative functions
(Taylor, 2007). The researcher will undertake the study in order to find out what the reasons behind
the outsourcing of a vital function such as the HR are and what might be the benefits and
implications for multinational organizations.

1.2 Research Objectives and Research Question
The research thesis aims to study firstly the major factors that influence the decision to outsource
different HR activities and to identify which HR activities are most commonly outsourced.
Secondly, this research thesis will determine if the outsourcing of specific activity can bring
tangible benefit to the organization. In addition the research will exhibit if responsibilities of Line
Managers are affected as a result of the outsourcing of HR and whether a different skillset is
required in organizations that outsource HR. The study aims to determine what the effects of
outsourcing are on organizational performance and if there are implications as a result of the HRO.
Finally the study will outline what the trends of HRO are for the following years.

For the purpose of the study, the following objectives were set:

•

To outline the major factors that influence the decision to outsource different HR activities;

•

To detemiine if outsourcing specific activity can bring tangible benefit to the organization;

•

To identify if responsibilities of line managers are affected as a result of outsourcing HR
activities and if the remaining HR employees are impacted as a result of the HRO

•

To detemiine the effects of outsourcing Human Resources Activities on organizational
performance;

The research question is identified at an early stage similarly to the research objectives. What the
researcher wants to find out by conducting this study is:

What is the impact of outsourcing Human Resources activities on organizational performance?

For the purpose of the study, the researcher aims to find out how the outsourcing of Human
Resources activities might impact organizational performance. In order to answer the question,
secondary and primary research will be carried out.

1.3 Chapter Outline
Chapter 1 will introduce a brief background of the topic and the reasons why the study was
undertaken. It shows the objectives of this study and the research question. In addition, an outline
of all 5 chapters is presented.

Chapter 2 contains review of the literature related to to Human Resource Outsourcing (HRO). It
starts with an outline of the most commonly outsourced HR activities and the major factors that
influence the decisions to outsource the HR activities. Moreover, the benefits and risks of
outsourcing, the impact on employees, and possible implications are addressed. Chapter 2 also
reviews the impact on organizational performance in companies that choose to outsource some or
all HR activities.

Chapter 3 will discuss the methods implemented in the gathering and analysis of the data, as well
as the data collection approaches and techniques that are used by the researcher to complete the
questionnaire. The reasons behind the choice to use a mixed methods research approach via two
different questionnaires are outlined, as well as the reason to use pragmatism research philosophy.
This chapter will also discuss the strengths and limitations of the selected approaches.

Chapter 4 presents the findings from the primary research undertaken for this study, and analyses
and contrasts with the concepts that were found in the literature review. In addition, the main
findings that are obtained from the questionnaire responses will be critically discussed.

Chapter 5 will outline the key findings that were developed based on the critical analysis of the
results from primary and secondary research. Moreover, the chapter will outline all limitations that
were encountered during the conduction of the research.

After the acknowledgement of the

limitations of this study, the chapter exhibits the researcher’s recommendations for future research
and recommendations for future practice. In addition, the last chapter provides a summary of the
thesis with a brief discussion of the overall contributions to the topic of HRO.

1.4 Conclusion

This chapter provides a brief background to the study to introduce the topic of HRO. It shows what
the objectives of the thesis are and what the research question strives to find out. In addition, an
outline of all 5 chapters in the thesis is presented. A detailed review of the relevant literature will
be made in the following Chapter 2.
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Chapter 2. Literature Review

2.1 Introduction
This chapter contains literature relating to Human Resource Outsourcing (HRO). First, the most
comrr.only outsourced HR activities and major factors which influence the decisions to outsource
the HR function are discussed. In addition, the benefits and risks of outsourcing, the impact on
employees, and possible implications are addressed. The chapter also reviews the impact on
organizational performance in companies that choose to outsource some or all HR activities.

2.2 The Background of Human Resources Outsourcing
Handrield states that after the Industrial Revolution, organizations sought new ways to gain a
competitive advantage and increase their profit. In the 1950s and 1960s, large companies owned,
managed and controlled their own assets. They soon realized that they needed to diversify in order
to be competitive and take advantage of economies of scale. Businesses started to use
diversification as a method of protecting profit and to assist in expansion. Subsequently, some
large organizations created multiple layers of management and strove to compete globally. In the
following two decades, large organizations began to understand the importance of creativity and
flexibility. Leaders created a new strategy to gain advantage over competition, and started focusing
on core activities and decided to reduce costs by contracting non-core processes (Handfield, 2006).

Outsourcing is defined as organizations delegating their non-core functions to an external entity
that provides a particular service, function or product (Hansen, 2009; Lawler and Mohrman, 2003).
The term ‘outsourcing’ dates back to 1981 and comes from the American Glossary ‘outside
resourcing’ (Johnson, 2007). Outsourcing does not always involve the contraction of noncore
activities, rather sometimes involves transferring assets or workers from one company to another,
or the contraction of vital for the company functions. In the 1990s some companies outsourced
some of their core activities such as customer service due to its importance for the success of the
business (Johnson, 2007).

In 1989, Kodak decided to outsource their infonnation technology systems. Subsequently, other
large organizations realized they could gain access to technology without owning it, and it would
cost them less. Today, leaders focus on developing strategic partnerships with companies that
would complement or supplement their services in the most efficient way (Johnson, 2007).

According to Handfield (2006), companies have worked with contractors that would complement
or supplement their activities for many years. They have used efficient outside service providers
to perform activities that are usually perfonned by their employees during peak times or contracted
specific service they could not perform themselves due to lack of internal skills. Mullin (1996)
notes that the outsourcing of organizational processes to an outside provider was first described as
a business strategy in 1989. Many large organizations were outsourcing part of their functions for
which they were lacking expertise internally. Primarily, a lack of in-house professionals was the
primer reason to outsource until the 1990s, when organizations begun to use outsourcing as a
support service and a measure to reduce costs. In the 1990s, large organizations begun to outsource
functions that are necessary for the business but are not related to core processes. Leaders sought
new ways to improve their business and finances by contracting with outside providers to deliver
services such as security, accounting, data processing and human resources (Handheld, 2006).

Lawler and Mohraman (2004) propose that the outsourcing of Human Resources functions will
improve efficiency. Business leaders use outsourcing as a strategy to reduce costs, increase
flexibility, gain aecess to advanced technology and focus on primary activities in order to meet
business goals (Khanna and New, 2005; Lilly, 2005). Reed (2001, pi 19) defines HR outsourcing
as:

The process of transferring elements of a company's HRM functions or activities
to a provider outside of the company itself

Organizations need to foeus on core competencies and to eontraet non-eore activities in order to
survive in the competitive business world today (Entrekin and Court, 2001). Together with
outsourcing IT and Financial functions, HRO is a rising trend in all parts of the world (See Figure
2.1).
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Figure 2.1: Types of Activities of Functions Outsourced

Source: Job Science, 2013, p. 2

In Canada, for example, expenditure on contracting HR activities to an outside provider has
increased from $90 million in 2006 to $1.9 billion in 2007, and continues to grow rapidly (Young,
2007). Furthermore, research suggests that 91 percent of businesses already outsources all or some
of its HR activities and 56 percent of organizations are planning to increase the number of
outsourced HR services (Gilley, 2004). As a result, the amount of HR Outsourcing providers is
increasing significantly. It is estimated that this industry is worth more than £4.7 billion in the UK
and Ireland (Berry, 2007). This figure suggests that there is a huge demand for outsourcing
providers and the market for outsourcing HR activities has increased (Hansen, 2009). Cost
effectiveness, however, is only one of many factors which lead to the prevalence of outsourcing
13

as an HR strategy. Consequently, other factors that influence the decision to outsource are
discussed in the following section.

2.3 Major Factors That Influence the Decision to Outsource Different HR Activities

A part of Ireland’s economic progress is due to its success in attracting inward foreign direct
investment by foreign-owned multinational companies. Ireland continues to attract multinational
leaders by offering highly competitive incentive packages including low level of corporation tax
(Gunnigle, 2005). Gunnigle (2003) proposes that foreign multinational companies that operate in
Ireland act as a source of innovation, introducing new HR approaches and promoting the role of
the HR specialist. Moreover, the research shows that multinational companies are associated with
high perfomiance work environment and better uptake of HR practices (Flood, 2005)
Mclvor (2005) proposes that outsourcing of non-core activities is favored by multinational fimis.
Multinational companies outsource HR activities to seek cost reduction, focus on strategic HRM,
and foster innovation by gaining access to technological advancement.

According to Breadwell and Claydon (2007), employees used to approach the Human Resources
Department when they were concerned about their benefits, training or to issue a complaint. In
addition, HR was a stop for managers that would need assistance with recruitment, retention and
terminations. The Human Resources function is vital and most organizations handled in in-house.
Constant changes in the internal and external environment have caused the evolution of the HR
Function (Zhu and Warner, 2004). Line managers have become a primary contact when employees
are concerned about their benefits, training and performance. HR no longer focuses on the
traditional operational perspectives, rather the HR function has shifted from administrative to
strategic (Beardwell and Claydon, 2007). More specifically, organizations perceive outsourcing as
a method to achieve organizational objectives (Thompson, 2005).

Research shows that HR function has become the most popular function to outsource (Hayes,
2006; Bednarz, 2005; Henneman, 2005). Indeed, today, an estimated 50% of large organizations
outsource some or all HR activities (Biro, 2013). Moreover, according to a report using interview
and survey data from HR managers in 125 multinational organizations that included Sony
14

Electronics, Dell, Proctor and Gamble, and Prudential, 60 % of the companies contract some or all
of their HR activities to an outside provider (Oshima, 2005). A survey conducted by the Society
for Human Resources Management (SHRM, 2013) reveals six most common reasons to outsource
HR (See Table 2.2).

Table 2.2: Reasons for Outsourcing Human Resources Activities

Reasons For HRO
■ 26% Cost Reduction

■ 23% Focus on Strategic HRM

22% To Improve Complience

18% Improve Accuracy

18% Lack of In-house Experience

■ 18% Gain Access to Technological
Advances

Wk.

Source: Adopted from SHRM, 2013, p. 2-3

Research shows that some businesses decide to outsource to reduce costs. Companies search for
ways to lower asset costs due to the impact of global financial crisis and the increasing competition
(Hansen, 2009; Potkany, 2008). Thompson (2005) claims that outsourcing is a cost saving strategy
for organizations that outsource their non-core competencies. Davies (2005) states that outsourcing
providers offer to reduce HR cost by up to 30%. There are, however, particular circumstances that
could affect how cost efficient a HRO contract could be. If the organization seeking to reduce costs
has high current HR expenditure due to the high cost of skilled HR personnel, the business might
benefit from outsourcing some HR activities. Davies (2005) suggests that 30% cost reduction
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seems difficult to achieve as the outsourcing providers that cost less might end up delivering
standard or poor service that would impact the overall performance of the business.

Significant reduction in HR cost can be achieved when services are provided by companies in
foreign countries with lower operational cost. Organizations that outsource to countries like China
and India benefit from lower costs and higher quality services (Sullivan, 2004). There are some
factors to be considered before outsourcing HR activities. The ability of the organization to
incorporate a completely different service model affects the provider’s ability to minimize costs.
In addition, in cases where the service model is not tailored specifically to the nature of the
business, HRO will not be cost efficient. An online self-service option, for example, may not be
successful in organizations where the majority of workforce does not possess a computer (Davies,
2005).

The increasing competition and the constant growth of global market put pressure on organizations
to invest in human capital (Potkany, 2008). Many business executives prefer to outsource some or
all HR functions as they cannot afford to employ skilled part or fulltime people across all areas of
operations (Greer, 1999). Henneman (2005) states that developing and maintaining HR activities
might require significant efforts and finances. Similarly, Biro (2013) states that HRO enables
companies to gain access to world-class specialists. Many companies cannot afford to permanently
employee professionals or prefer to use the highly skilled workforce only when needed during
peak times (Potkany, 2008).

The continuous investment in workforce is an expense that can be afforded by some large
organizations. Samsung, for instance, spends up to $50,000 per year for each employee on
international assignment and $100 million per year in training to support the assignments. The
company is a global leader that employees over 350,000 people (Samsung News, 2016). The
administration of such a large workforce requires strategic management and expertise that can cost
a lot to the business (Blackman, Davis and Brereton, 2006). Large multinational organizations face
the issue of retaining and developing HR talent that will manage and administer large and diverse
workforces (Davis, 2006). According to Jeffay, Bohannon and Laspisa (1997) contracting HR
activities to an outside provider can improve HR function at a cheaper price.
16

Companies promote the idea of employees being their biggest competitive advantage but they are
not prepared for the challenges of recruiting, retaining and motivating capable people (Banham,
2012). A survey carried out by CareerBuilder in 2012 with over 3,000 HR professionals from
different industries shows that 30% of organizations lost their top performers in the previous year
and 43% are concerned they might lose their top talent during the current year. According to
Goldstein (2012), the HR industry failed to maximize human capital assets.

According to ADP (2012), the most significant factor to consider before outsourcing to an outside
provider, is the cost of services. Seventy percent of HR and benefit decision makers rank cost of
services as most important criteria when selecting a service provider. Knowledge and expertise is
seen as the second most important factor when choosing the outsourcing partner. Nearly 40%
midsized and large organizations mention compliance as a leading factor when taking a decision
to outsource. It is critical for buyers of outsourcing services to assess the compliance expertise of
the potential vendor due to the constant changes in regulations. Areas such as cuiTcnt compliance
with existing regulations, flexibility in providing alternative solutions and the capabilities to
accurately update compliance rules to accommodate new regulations. Decision makers report that
issues including best practises, strategic plan design, data analytics, capabilities to consult, and
ability to provide an integrated service offering are among the other criteria to evaluate before
starting a contract (See Table 2.3). The decision when to outsource the HR activities requires a
comprehensive knowledge of the outsourcing supplier market. According to ADP (2012),
outsourcing HR is not the right solution for each company. For some organizations outsourcing
may become more attractive over the next 3 to 5 years.

In the USA a major cause for an outsourcing administration benefits is caused by the complexity
of the Health Care Reform. The cost of the Health care drives employers to look for new solutions
including wellness programs and integrated decision support tools.

Another reason to seek the services of external providers is the increasing use of Human Resources
Information Systems (HRIS). Together with HR software, HRIS provide support to the HR
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function (Stone, 2006). The outsourcing of HR technology allows organizations to manage
expenditure, reduce costs and focus on strategic management (ADP Research Institute, 2012).

Table 2.3 Criteria Used When Selecting Outsourcing Provider

Criteria Used When Identifying Potential Third Party Partners

Source: ADP HR/Benefits Pulse Sun’cy on Benefits Administration, 2012, p.l9

There is an increasing trend of using employee self-service systems where workers can gain access
to information, personal records, payroll, training and other processes. The constant changes in
technology, however, require specialized in-house skills that can develop and maintain the HRIS.
Taleo conducted a survey of 100 senior HR managers from companies employing over 1000
people and found that there is a gap between Strategic Human Resources Management and IT. The
survey concluded that only a quarter of the managers believed that performance management, and
training and development were well supported by their current IT systems. One third of the
8

surveyed managers stated that they are confident in their IT systems for recruitment. The data
gathered from the study showed that 55% of the leaders felt that their organizations require more
sophisticated IT systems to support the HR processes. The study shows that Human Resources
functions are not up to date with the technological advancement. In addition, the gathered data
shows that HR personnel is not prepared to work with the Human Resources Infomiation Systems.
According to Johnson (2007) organizations need to keep up with technological progress in order
to help the business in achieving strategic goals. Outsourcing HRIS to an outside provider will
reduce costs (Gray, 1999).

Lowering costs and risks and increasing employee productivity is among the most common
objectives for the Human Resources Managers.

They see the outsourcing of HR activities as a

way to alleviate the administrative burden from their team, to gain access to outside expertise and
to meet compliance requirements. Employers report that the healthcare and benefit regulations
have increased. HR departments face the challenge of coping with the increased administrative
workload and compliance tasks. According to ADP Research Institute (2012), HR departments
need to offload the tasks that can be automated such as administrative, legislative and
technological, and to concentrate efforts on talent development and organizational strategic goals.
In addition ADP Research Institute suggests that the outsourcing of the labor intensive
administrative tasks allows HR to work on growth oriented initiatives.

Taylor (2007) claims that there are many studies supporting the idea that outsourcing HR activities
can increase employee efficiency because employees are able to focus on their core tasks and
especially on strategic Human Resources Management, rather than the usual administrative
activities. Outsourcing HR activities can result in tangible benefits to the organization, including
increased HR employee perfonuance. This is because the HR department can focus on their core
tasks, especially on strategic management, rather than the traditional administrative functions
(Taylor, 2007). Some of the factors affecting the decision as to whether or not to outsource HR are
a lack of internal resources and knowledge, an aim to reduce costs, the access to highly qualified
providers, and an aim to focus on core competencies (Klepper, 1998). Consequently, the most
regularly outsourced HR activities are discussed in the following section.
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2.4 Most Commonly Outsourced HR Activities
According to Rothery and Robertson (1995), there are four types of outsourcing: full outsourcing,
selective outsourcing, transitional outsourcing, and transformational outsourcing. Jeffay and
Laspisa (1997) propose that full outsourcing is a first option for many companies that lack inhouse expertise. It could be argued, however, that full outsourcing represents considerable
eomplexity to the organization. Contracting HR function to an outside provider often creates a
distance between the employees and the company, it might lead to reeruitment problems due to
poor understanding of the company’s culture, dependency and loss of control.

Selective outsourcing could provide more benefits to organizations that have limited resources, are
seeking professional expertise or laek technological tools to maintain or develop internal activities
(Rothery, 1995). Transitional outsourcing is witnessed when organizations contract activities and
technology platforms in order to seek innovation or updates due to limited resources in-house.
Transformational outsourcing is evident when companies contract outsourcing services to further
develop their existing activities and improve in-house skills and capabilities. According to
Pommerenke and Stout (1996) there is no particular model that is seen as the most successful and
the size of the organization plays a role when deciding which type of outsourcing to select for your
organization. Most businesses, however, including the hospital industry often use transitional
outsourcing for their HR function which includes the contracting of mechanical HR activities.

Research shows that many businesses make a decision to outsource some organizational activities.
The most common reason for outsourcing is to focus on core competencies, and see low value in
developing in-house activities (Cooper, 2007). Hansen (2009) claims that outsourcing some HR
activities can reduce the work load of remaining HR employees, which allows the business to focus
on strategic management and develop core competencies. Datar (2003) proposes that some non
core activities could be either permanently or temporarily outsourced (see table 2.4) such as the
administration, payroll or recruitment which is the most popular HR process to be outsourced.
Some of the reasons to use the services of outside recruiters are to seek cost efficiency, highly
qualified professionals or because of lack of technical tools in-house. Maidment (2003) states that
recruitment specialists use more advanced techniques in finding talent such as multiple sourcing
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channels, and recruitment software whieh inereases the probability to find the most suitable
candidate.

Table 2.4: Types of Activities of Functions Outsourced

Source: SHRM, 2013, p.4

Due to the complexity of law, a lot of companies would be looking for a professional legal advice
when it comes to HR legislation (Armstrong, 2006). According to Anustrong 45% of professionals
prefer to contract payroll management. Other commonly outsourced HR functions are training and
development, couching and mentoring, industrial relations, and occupational health and safety
(Anustrong, 2006). HR specialists from midsized and large organizations state that outsourcing
benefits administration gives advantage to the business (See Table 2.5).
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Table 2.5 Outsourcing Benefits Administration
Is Using Outside Service Providers for Certain Benefits Tasks Valuable?

3%

Midsized (50-999 EEsl

Source: ADP HR/Benetfts Pmse Surv^>' on Benefits Administraticn

\ ies

Ho

HI Don't know

Source: ADP HR/Benefits Pulse Survey, 2012, p.l4

According To the study conducted by ADP Institute of Research (2012), midsize employers put
more importance on the outsourcing provider’s expertise and knowledge where as large
organizations outsource their benefits administration to offload their HR departments. The
majority of midsized and large organizations claim that their outsourcers have met their
expectations. Eighty eight percent of the midsized companies and ninety two percent of the large
eompanies report their high level of satisfaction. In addition, 28% of the midsized businesses and
42% of large ones report that they are planning to outsource more tasks during the following 24
months. It has also been stated that the regulatory changes and healthcare refonns are other reasons
for the increasing trend of outsourcing administration benefits. HR professionals see
administration as a task that is getting more complex and time consuming (ADP Institute of
Research, 2012).

Scuderi (2012) states that the main reason for outsourcing administration is to free managers and
employees to spend time on more profit generating aetivities. In addition she states that
outsourcing administration creates opportunities for eompany growth and increases efficiency and
effectiveness. Outsourcing providers offer innovative approaches, advaneed technology and
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creative solutions. A skilled contractor costs less than a full-time employee. Hiring, training and
maintaining Human Resources staff is an expense that can be eliminated. Administrative tasks
such as data entry, scheduling and travel arrangements are critical but not core tasks that can be
easily handled by outside administrative service or a virtual assistant (Scuderi, 2012).

According to Heywood (2001), it could be more beneficial for organizations to use professional
HR services rather than in-house Human Resources managers whose experience is more likely
limited to their own employees. The HRO impaets on employees and possible implications for the
organizations will be addressed in the following section.

2.5 Outsourcing the HR Function - Impacts on Employees and Possible implications
Outsourcing Human Resources activities impacts employees’ perception of the HR processes.
Employees are recognized as an asset for an organization to gain a competitive advantage.
Organizations need to focus on increasing employees’ satisfaction by understanding their needs
(Dibble, 1999). Research carried by Bateson and Hoffman (1999) shows that it costs three to five
times more to hire a new employee compared to retaining an employee. The outsourcing of HR
activities has impact on employee attitudes and perfomiance. Executives need to consider the
employees perspective regarding the outsourcing.

There is an existent debate on whether or not to outsource HR activities, and what are the related
benefits and costs of outsourcing HR versus creating internal programs (Fitzpatrick, 2007). In the
current business environment, leaders state that developing and maintaining HR functions requires
in-depth planning which will often involve significant effort and expenditure (Sullivan, 2005).
Despite the evidence that there are both advantages and disadvantages to outsourcing HR activities
(Kosnik, 2006; Stopper, 2005) the popularity of outsourcing HR has been increasing rapidly over
the past few decades, with many organizations choosing to outsource some or all of their HR
activities.

According to Davies (2007), outsourcing is a cost saving strategy and it might reduce costs with
up to 30%. In contrast, however, Marquez (2007) states outsourcing HR activities may not reduce
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expenditure, especially if there are already effective HR activities in place. Research shows that
there might be little issues occurring when outsourcing mechanical HR activities such as pa>Toll,
but problems might appear if certain functions related to employees are outsourced (Purcell, 1999).
Kessler (1999) proposes that HR employees who remain within the organization might be
negatively affected. Research reveals that there is a decrease in their loyalty and productivity, they
may suffer from job insecurity that leads to increased absenteeism and employee turnover
(Kakabadse, 2000). According to Kosnik (2006), the absence of HR function in-house and the lack
of instant access to HR employees might cause failure in effective communication or delays in
addressing employees’ issue leading to employee frustration. As a result employees are
demotivated and disengaged and their performance is affected. Furthermore, the fact that the
organization is willing to outsource a department might lead to more uncertainty and speculation
within other departments (Kosnik, 2006).

Broadwell (2007) states that certain implications might appear when outsourcing the most
commonly contracted HR activity - recruitment and selection of employees. Outside providers
that have never been part of the organization may lack the understanding of the company culture
and may transfer that lack of understanding to the newly recruited employees. Moreover, the
outsourced service provider might also recruit people who do not fit with the corporate culture
which will result in poor performance of the individuals and will affect the overall business success
(Broadwell, 2007).

Another issue of contracting HR activities is the potential leak of sensitive infonnation (Broadwell,
2007) Often organizations need to share their structure or new products and services development
to the outsourced provider resulting in a higher risk of leaking important company information.
(Broadwell, 2007)

According to Johnson (2015), there are some disadvantages of outsourcing payroll that might
impact the organizational performance and employees’ satisfaction. It has also been suggested that
outsourcing the payroll function to an outside service provider might potentially lead to loss of
control, lack of company identity and familiarity, and additional costs. When the organization enter
into a contract with an outsourced provider, it is under their terms and conditions. The business
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becomes dependent on the outsourced payroll vendor that will handle sensitive employee data. In
addtion when new legislation requires new calculations, the organization is dependent on the
vendor’s prompt actions and often these situations lead to delays and impact the internal
orgmizational projects. Often the outsourcing vendor is servicing different companies via a call
cener in a low cost country. According to Johnson (2015), service in call centers is not always
consistent and efficient, depending on the expertise of the agent answering the phone call. In
addtion using the service of an outside provider impacts employees’ experience and they often
star to feel disconnected from their company’s culture. It might be frustrating for employees when
sorrething is wrong and there is no easy way for escalation especially in companies that used to
prcMOusly address payroll issues internally. In addition, self-service payroll systems can lead to
coniision among employees due to the difference in handling transactions (Johnson, 2015).

According to Berry (2005), organizations that outsource their HR function may lose employee
skils and knowledge which leads to overall decrease in organizational productivity. Research
shovs that employee behavior and attitude play significant role when taking a decision to
outeource HR functions (Kessler, 1999). There is evidence that in many cases when HR activities
are :ontracted to providers from foreign low-cost countries, there is a failure to address employee
issues, there are hidden costs, and poor provider services (Mehlman 2003). According to Ginnigle
et a (2003), the inward direct foreign investment in Ireland acts not only as a source of innovation,
but is promoting the role of the Human Resources department. Multinational companies are
asscciated with high performance environment and more specifically performance-related pay.

2.6 Outsourcing HR and Impacts on Organizational Performance
Leadership increasingly acknowledges the important role of the human resources function on the
stra egic management of the business (Tanure, 2007). Many organizations cannot afford to apply
woild-class resources to all areas of operations. Thus, in order to be competitive they choose which
are^s to concentrate on (Hamel and Prahalad, 1994). According to Gilley and Rasheed (2000),
organizations can improve their performance by outsourcing their non-core activities. The
outsourcing of non-strategic activities allows the business to concentrate on what it really can do
wel. which can increase performance and allow flexibility (Gilley, 2000). Similarly, Dess (1995)
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clains that the acquisition of nonstrategic services brings better quality and results. Furthermore,
Gilby and Rasheed (2000) state that the contracting of services of low strategic value allows the
corr pany to reduce costs and gain a competitive position.

A study made in manufacturing companies, shows that there is a relationship between outsourcing
HR and organizational performance (Gilley, 2000). The contracting of some HR activities to an
outside provider have a positive impact on the overall innovation in the organization. When
outsourcing HR activities, companies need to consider how their performance might be impacted.
According to Klaass, McClendon and Gainey (2001), the degree of impact depends on the size of
the :lrm, cost pressures and activities that are selected to be outsourced. According to Finn (1999),
befcre outsourcing, the company needs to distinguish the core and noncore activities. The core HR
activities are top-level strategy, line management responsibilities and HR policies, whereas,
non;ore HR activities include recruitment and selection, personnel administration, payroll, and
coirpliance (Finn, 1999). Similarly, Ulrich (1998) states that organizations should keep core
activities that bring unique value for all stakeholders and outsource noncore HR activities that are
routine and standard, and can be easily replicated. According to Abdul-Halim (2009), while there
is a consensus that core HR functions should remain in-house, what is considered core activities
migit vary between companies. The decision of which activities to be outsourced should be driven
by tie organizational business strategy. Gilley and Rasheed (2000) study the relationship between
HR outsourcing and organizational performance. The research shows that the impacts of
outsourcing training and payroll would vary between different organizations. According to
Noiman (2009) companies that outsource training and payroll create implications for the
perlbmiance of the firm. Sullivan (2007) disagrees with Gilley and Rasheed who state that
outsourcing of noncore HR functions might create a competitive advantage for the organization.
According to Sullivan (2007), outsourcing HR does not provide a competitive advantage.
Furhermore, the contracting of HR activities to an outside provider often limits the growth and
image of the organization, the capabilities of the HR department, and the professional development
of tie HR personnel. Sullivan (2007) also disagrees with the previously discussed research carried
by Davies (2007), who states that outsourcing is a cost saving strategy and it might reduce costs
witt up to 30%. In contrast, Sullivan (2007), claims that HRO does not lead to cost savings.
Furhermore, serious implications might appear when the vendor does not provide services with
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the expected high quality. Furthemiore, outsourcing compliance to an outside provider does not
shift all legal liability to the vendor which might lead to additional costs in cases of a lawsuit
(Sullivan, 2007).

HRO leads to changes in company policies and cultural values. Outsourcing of HR functions might
also lead to the disintegration of organizational culture (Corby, 1998). Liam (1995) defines the
term culture as a set of beliefs, values and behaviors commonly held. Similarly, Hofstede (1980)
defines organizational culture as the collective progi'amming of the mind that differentiates one
company from another. Culture has a key role in HRM and organizational performance.
Organizational culture can impact performance by motivating employees, unifying them around a
common goal, and shaping employee’s behavior. When seen as a valuable and difficult to imitate,
culture can provide a competitive advantage. According to Mclvor (2005), organizational culture
should be considered in the planning and implementation of the outsourcing strategy. The culture
of the organization can be disturbed when an outside provider is not aware of the company’s norms
and values which impact all involved in the organization (Ngo and Loi, 2008).

Giardini (2008) claims that HRO has effects on employees’ behaviors and attitudes and on
organizational outcomes. Employees’ perception on outsourcing varies depending on their
awareness of the outsourcing process. Some employees might evaluate outsourcing favorably
whereas others would see it as detrimental (Drezner, 2004). Employees often feel less secure in
their organization as a result of outsourcing HR functions. According to Belcourt (2006), one third
of HR personnel feel insecure after outsourcing some HR activities. HR employees fear they might
lose their jobs, might be asked to work outside of the company, or fear that management might see
outside vendors as more competent. In cases where employees see outsourcing as a potential
thread, there is a risk of breaching the psychological contract between the people and the
organization leading to uncertainty, depression, low self-esteem and negative performance
outcomes (Cooper, 1999). Similarly, Ndubisi (2011), identifies HRO impacts employees’ trust and
commitment. According to Giardini and Kabst (2008), the Recruitment Process Outsourcing
impacts negatively the perceptions of job applicants. People that are recruited through an outside
provider feel less attracted to the organization and are less likely to accept a job offer in comparison
to people recruited from internal recruiter. Adler (2003), however, believes that outsourcing HR
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might impact some of the employees positively by requiring them to concentrate on high valueadded activities, and upgrading their role in the organization.

Many companies outsouree to gain access to technology (Heathfield, 2016). With the advancement
of technology in the last decade, the face of Human Resources department has changed. Many
large organizations prefer to implement a self-service software that would meet the needs of
employees and would be considered to be more efficient than supporting extra HR roles.
According to Edwards et al. (2007), 52 percent of the multinational organizations in Ireland use
HR Information Systems to facilitate communication across borders and gain access to HR data
and performanee metrics. Heathfield (2016) states that Human Resources Infonnation System
(HRIS) is used to traek processes such as payroll, accounting and management of employee
information. HRIS is an online solution or software for data entry or data tracking (Heathfield,
2016). Typical functions provided by HRIS are management of all employee data such as names,
addresses, and performance appraisal history. Other functions maintained by HR software are the
management of company related documentation such as employee handbook, safety guidelines,
benefit administration, integration with payroll and other financial software or accounting systems.
Outside vendors use HRIS to enable a more efficient recruitment process. The HR system allows
applicants tracking and resume management. The process assures lower error level and more
efficient data entry that is less time consuming as there is no need for paperwork. Employees can
access the self-serviee software and update their personal infonnation or review their vacation
tracking. The effeetive handling of HRIS also allows line management to be more effective in
handling perfomiance development plans or disciplinary actions. Line managers can easily gain
access to the centralized system and run reports to track the perfonnance of their team members.
Also organizations where certifications and licenses are required benefit from centralized HRIS
that keeps track of training records. With the use of self-service software, line managers do not
need to use all services provided by the HR department, they can access the information themselves
to legally, ethically and effectively support their teams (Gale, 2012).

The outsourcing of the HRIS to an outside provider enables the organizations to reduce costs of
operations and streamline HR processes in a way that they coneentrate on strategic function of the
HR department. By outsourcing HRIS, the companies gain access to qualified professionals that
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provide semces comprising HR analytics. The effective handling of HR software or online
solutions by outside vendors provides responsive service to both employees and employers. The
successful implementation of outsourcing HRIS not only improves efficiency within the company,
it also enables large organizations to save 30% or more on HR costs as HR departments do not
need to maintain the same amount of HR employees (Heathfield, 2016). With the effective
outsourcing of HRIS, Human Resources Management enables all employees to directly update
their personal information and improves the performance of the HR employees that are free to
concentrate on strategic functions (Heathfield, 2016).

The HR department function is changing from operational and administrative to strategic. HR
management helps the organization align business objectives and create strategy. This trend has
changed the focus of outsourcing HR function in the last decade (Merritt, 2007). Research suggest
that by outsourcing administrative function and isolating the HRM function, the organizations are
able to concentrate on strategic HR and can gain a competitive advantage (Beardwell, 2007). The
research carried by Gilley and Rasheed (2004) shows that contracting the HR activities to an
outside provider has an impact on the overall business perfonuance. More specifically, the study
reveals that outsourcing both training and payroll leads to a higher success in organizational
innovation. Furthenuore, contracting the training and development activity fosters high employee
perfonuance and increases ability to add value. The study also shows that when outsourcing the
training and development activity employees are better trained by experts resulting in improved
supplier - customer relations.

However, outsourcing HR activities is no longer limited to

contracting training and development, recruitment, payroll and legal compliance. Trends have
changed in the last decade and organizations are increasingly seeking the services of outside
providers (Berry, 2007).

2.7 Conclusion
This chapter presented a review of the literature and different sources related to the outsourcing of
Human Resources activities. The most commonly outsourced HR activities and major factors
which influence the decisions to outsource the HR function were outlined. Furthermore, this
chapter presented the benefits and risks of outsourcing, the impact on employees, and possible
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implications as a result of the HRO. In addition, chapter 2 also addressed the impact on
organizational performance in companies that choose to outsource some or all HR activities. Next
ehapter will discuss the data collection approaches and techniques and the methods that were
implemented in the gathering of the data.
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Chapter 3: Research Methodology

3.1 Introduction
This chapter will discuss the methods implemented in the gathering and analysis of the data, as
well as the data collection approaches and techniques that were used by the researcher to complete
the survey. A mixed methods research approach was used via two different survey questionnaires
which targeted Human Resources professionals and Line Managers in multinational organizations
in Ireland. This chapter will also discuss the strengths and limitations of the selected approaches.

3.2 The Research Question, the Objectives and Philosophy
According to Booth (1995), the research question is the fundamental core of the study. It focuses
the research and helps direct the methodology, and it impacts the gathering and analysis of the
infonnation. Booth (1995) notes that the research question is identified at a primary level of a
research. It has to be clearly defined and it indicates what the researcher wants to find out by
conducting the study. In this case, the research question is;

What is the impact of outsourcing Human Resources activities on organizational
performance?

For the purpose of the study, the researcher aims to find out how the outsourcing of Human
Resources activities might impact organizational performance. At the start of the study, the
researeher set objectives in order to identify and describe theories and to detennine the relationship
the theories might have. According to Punch (2005), the objeetives are the purpose of the work
and the overall aim of the study. They need to be clearly outlined in the start of the study.
The following objectives were set;

•

To outline the major factors that influence the decision to outsource different HR activities;

•

To detennine if outsourcing specific activity can bring tangible benefit to the organization;
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•

To identify if responsibilities of line managers are affeeted as a result of outsourcing HR
activities and if the remaining HR employees are impacted as a result of the HRO

•

To determine the effects of outsourcing Human Resources Activities on organizational
performance;

After the research question was identified, the researcher focused on the deteraiination of research
philosophy that would best suit the question and objectives.

When choosing the research philosophy, the researcher took under consideration the way in which
data is gathered, used and analyzed. According to Galliers (1991), a research philosophy is a tenn
used to describe the gathering and utilization of data collected in the primary and secondary
research. Research philosophy involves the terms epistemology, which is described as what is
known to be true, and the term do.xology, described as what is believed to be true. The philosophies
of research approach deal with the source, nature and evolution of knowledge (Galliers, 1991. The
knowledge that is gathered via primary and secondary data collection in attempt to answer the
research question led to the use of pragmatism as a research philosophy.

Pragmatism research philosophy believes ideas to be relevant only when they support action
(Baert, 2004).This philosophy implies that there are various ways of interpreting the world and
carrying research, and that multiple realities might exist and no single opinion can represent the
entire picture. According to pragmatism, the main determinant of the selection of philosophy is
the research question (Saunders et al, 2009). Depending on the nature of the research question,
pragmatics can combine the positions of positivism and interpretivism in the same research.
According to Saunders et al. (2009), mixed methods approach of qualitative and quantitative can
be applied in a study using pragmatism research philosophy.

3.3 Data Collection
Data collection is the process of collecting and measuring infomiation on theories in order to
answer research questions and analyze outcomes (Booth, 1995). For the purpose of the study, the
researcher undertook primary and secondary research.
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3.3.1 Secondary Research
A review of the literature regarding Outsoureing of Human Resources activities was undertaken
in order to build a theoretical base. According to Aveyard (2014), a literature review is in-depth
report of information available in relation to one’s selected area of research. The review of
literature should be descriptive and to summarize and assess the data found by the researcher.
For the purpose of the study, the researcher read and summarized data from various sources in
order to present coherent review of the literature related to the field of the research. Irrelevant
information was disregarded and only data applicable to the research was critically examined and
clarified. The concepts and conclusions as a result of the literature review were assessed,
compared, and contrasted where opposing views were present.
The researcher used various sources to conduct the review of the literature. Sources such as books,
academic articles, business journals, online articles, industry studies and websites of outsourcing
vendors were used to acquire data related to the topic of the research. Most of the literature was
accessed online from Google Scholar due to the convenience for the researcher. CIT library was
used to gain access to theories from different authors' work related to the field of research. In the
conduction of the review, the researcher aimed to convey all ideas and knowledge that are related
to the research topic in order to present unbiased concepts.

3.3.2 Primary Research
Qualitative research is a broad methodological research that is used to acquire better understanding
on unrevealed opinions and concepts. It can be used to develop ideas or hypothesis for potential
quantitative research. The aim of the qualitative research is to gather in-depth understanding of
behavior and attitude and the reasons behind them. It evaluates the ‘why’ and ‘how’ on decision
making, and not just the ‘who’, ‘what’, ‘when’ and ‘where’ (Alasuutari, 2009, 139-155).
Qualitative methods can be used to produce hypotheses on a particular study, and quantitative
method can be then added to develop empirical support for the research hypotheses.
Qualitative research can be used as a grounded theory approach or the research can start with
propositions and to continue in an empirical way throughout the study. The method aims to
understand a phenomenon by exploring the totality of the situation (Bogdan and Taylor, 1990).
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Thire are various techniques to generate data for qualitative research such as interviews, focus
grcups, case studies, research demonstrations, participant observations, shadowing etc. According
to vlajor (2013), the most commonly used method is the interview. The qualitative researchers
sedc meaning from all data that is collected when doing the analysis of the gathered information.
Thi obtained infonnation is streamlined to define a concept or pattern, or to identify a theory or
systematic issue. Based on the gathered infonnation, the qualitative researcher develops an
alternative research hypothesis which provides the basis for further studies in the related field
(Murgan, 1988).
Quantitative research is a systematic empirical investigation of data acquired via statistical,
mahematical and computational systems (Given, 2008). Data acquired via quantitative research
is countable and reliable, it is not abstract. Quantitative research aims to generate and employ
mahematical hypothesis. The data acquired from this research method is numerical such as
peicentage. The researcher analyzes that quantitative data using statistics. The research is usually
made using scientific methods such as the generation of theories and hypotheses, generation of
meihods for measurement, experimental control, gathering of empirical data, and modeling and
analyzing infonnation (Given, 2008). According to Naoum (2013), quantitative research is used
in ihe following cases:
1. When it is necessary to find facts about theories or an answer to a question;
2. When the researcher aims to gather factual evidence and evaluate the relationship between
facts and concepts in order to test the generated theories.
Th.s study falls in the first case from the above as the research question looks at what HR activities
are outsourced in order to measure and evaluate the impact on organization performance. The data
collected via qualitative research is supported by numerical information gathered from the survey
questionnaires.
Quantitative and qualitative researches are often contrasted but they can also be combined in order
to gain a general sense of phenomena and to develop theories that can be tested via factual data.
In combination of both research methods, qualitative methods can generate hypotheses on a
particular case study and quantitative methods can be used to confirm which hypothesis is true
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(MT, 2010). For the purpose of the study, the researcher will conduct the survey with mixed
mehods approach.

Miied methods research includes the combination of qualitative and quantitative data in a research
study. Creswell (2013, p.4) defines the mixed methods research as:

an approach to inquiry involving collecting both quantitative and qualitative data,
integrating the tw'o forms ofdata, and using distinct design that may involve philosophical
assumptions and theoretical frameworks.

Johnson and Turner (2007) note that there are four classes of mixed methods research studies:

1. Quantitatively driven designs where the core research is quantitative and qualitative data
is only added to support and improve the quantitative findings by providing value and more
complex responses to the research question. Quantitative findings are outlined but
qualitative data must also be gathered and critically analyzed;
2. Qualitative driven designs where the core research is qualitative and quantitative data is
only added to supplement and refine the qualitative findings by providing valuable and
more complex answers to the research question. Qualitative findings are emphasized but
quantitative data must also be gathered and analyzed;
3. Equal status designs where the researcher equally outlines quantitative and qualitative
methods. In this case the use of the mixed methods research is seen as the concept of
multiple validities legitimation. This type of validities legitimation refers to the extent to
which the research is addressing the relevant validity types. The researcher outlines and
addresses all validities issues that may arise in the research study (Johnson & Christensen,
2014, p.311);
4. Mixed priority designs where the research findings are generated from the integration of
quantitative and qualitative data acquired during analysis (Johnson and Turner, 2006).

When selecting the method type, the researcher needs to maintain focus on the reason behind their
methodological choices. Creswell (2009) notes that in qualitative designs studies the logic begins
v/ifn the purpose of the research, then moves through the research question, discusses the collected
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data from small group samples and analyzes the findings. In quantitative research, the study starts
with a problem statement, then moves to hypothesis and analysis of the collected data (Creswell,
2009).

For the purpose of this study the researcher is using mixed methods approach with qualitative
driven designs where the core research is qualitative and quantitative data is only added to
supplement and refine the qualitative findings by providing valuable and more complex answers
to the research question. Qualitative findings are emphasized but quantitative data has also been
gathered and analyzed. By using mixed approach methodology instead of either quantitative or
qualitative approach alone, the researcher aims to gain a better understanding of the research
problem. The research objectives are to find data on specific issues that might arise from the
process of outsourcing HR activities. In order to acquire numerical data such as how many of the
research participants outsource HR activities and which activities are most commonly contracted
to an outside HR provider a quantitative survey was conducted followed by qualitative questions
to explore results.

The researcher conducted a questionnaire with mixed questionnaires involving open and closedended questions. The mixed questionnaire aims to examine the impact of outsourcing HR function
on employees and the effects on the organizational performance. The qualitative research method
aims to gather detailed infonnation on outsourcing HR activities and fonnulate hypothesis.
Qualitative outcomes were analyzed by summarizing research findings and conclusions. In order
to exhibit infonnation for descriptive statistics quantitative data tools such as SurveyMonkey was
used. The conclusions of the quantitative data from the closed question responses was used to
support qualitative outcomes drown from the open question responses. By using mixed approach
methodology instead of either quantitative or qualitative approach alone, the researcher aimed to
gain a better understanding of the research problem. The research objectives were to find data on
specific issues that might arise from the process of outsourcing HR activities. In order to acquire
numerical data such as how many of the research participants outsource HR activities and which
activities are most commonly contracted to an outside HR provider a quantitative survey was
conducted followed by qualitative questions to explore results. The questionnaires were conducted
with line managers and HR employees from call centers in Cork.
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3.4 Rationale for Using Descriptive Approach

The main research approach used in the study is descriptive research. This research approach can
be explained as the attempt to identify and describe what is, while analytical research tries to
determine why it is or how it became this way. The researcher has no control over variables
(Ethridge, 2004).

Bayat and Fox (2007) claim that descriptive research aims to provide clarification on present issues
through a process of data collection, that helps describe the concepts more accurately which would
not be possible without the use of this particular method. The method is employed to describe
different aspects of the phenomenon. In some studies the descriptive approach is employed to
describe characteristics or behaviors of different samples population. The aim of the descriptive
approach is describing, explaining and validating the findings from the research (Bayat and Fox,
2007).

The descriptive research was selected in this study in order to facilitate the analysis of the nonquantified topics and theories. Moreover, descriptive studies presented an opportunity to combine
both qualitative and quantitative methods of data collection which provided more accurate findings
and valuable answers to the research question.

Descriptive research can be earned out through surveys, observation and panels. Survey is the
most common method to conduct descriptive research. It is used to establish, facts, identify
opinions, and interpret actions. Surveys are carried out after the researcher has apprehended the
area to be researched. They can be conducted in person, by telephone, using online software, or by
post. The survey can be conducted by observation or using a questionnaire.

3.5 The Questionnaire
For the purpose of the dissertation, the researcher used a questionnaire to gather primary data.
Gillham (2008) defines the questionnaire is a research instrument that is comprised of questions
and aims to collect data from respondents. The researcher decided to use questionnaires due to the
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time and financial constrains that might occur when conducting interviews. Furthcnnore, this
instrument enabled efficient data collection and analysis. The researcher decided to use a
questionnaire because of its practicality. It was aimed to collect a larger amount of information
from a larger amount of people. The researcher preferred the conduction of the questionnaire
instead of interviews as the aim was to gather more information from different organizations in
Cork. The results from the responses could be easier quantified and analyzed using the
Survey Monkey software platform. Also questionnaires’ responses can be analyzed more
objectively than other fonns of research (Taylor and Francis, 2004). The results from the
questionnaire allow a more accurate measurement and can be used to compare and contrast the
theories from secondary research. The responses from questionnaires are less bias compared to
responses from other fonns of research as the respondent feel more secure not having the
researcher present and can also take their time to respond to the questions (Taylor and Francis,
2004).
According to Ackroyd and Hughes (1992), there are also some disadvantaged in using a
questionnaire. It is argued that questionnaires do not provide understanding of some fonns of
information such as changes in emotions, behavior and feelings. Ackroyd and Hughes (1992)
highlight that there is no way to find out if the respondents took time to answer the questions and
how much thought is put into their response. Furthcnnore, the respondents may misinterpret a
question and provide a response that is not relevant or lacking subjectivity. In addition, it is implied
that when creating the questionnaire, the researcher decides what is important and what in not and
might unintentionally impose their own opinion. In this way some important concept might be
overlooked or missing in the questionnaires (Ackroyd and Hughes, 1992).
The researcher conducted the questionnaires involving open and closed-ended questions. The
research was conducted with line managers and HR employees from multi-national organizations
in Cork, Ireland. The mixed questionnaire aimed to examine the impact of outsourcing HR
function on employees and the effects on the organizational performance. The results were
analyzed by summarizing research findings and conclusions. In order to exhibit infonuation for
descriptive statistics the researcher used the data tool SurveyMonkey. The conclusions of the
quantitative data from the closed question responses were used to support qualitative outcomes
drown from the open question responses.
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Th3 organizations that participated in the research preferred to remain anonymous. The
participants and the eompanies that took part on the survey are assigned referenee eodes.
Presentation of the nature of the business of eaeh company is exhibited in Table 3.2.

3.f Sampling and Gaining Access
For the purpose of the study, the researcher eonducted the survey with mixed questionnaires
in^olving open and closed-ended questions. The survey was eonducted with line managers and
HR employees from call centers in Cork. The mixed questionnaire aims to examine the impact of
outsourcing HR function on employees and the effects on the organizational performanee. The
quvilitative researeh method aims to gather detailed information on outsoureing HR activities and
fomiulate hypothesis. Qualitative outcomes were analyzed by summarizing researeh findings and
conelusions. In order to exhibit information for deseriptive statisties quantitative data tools such
as SurveyMonkey was used. The conclusions of the quantitative data from the closed question
responses were used to support qualitative outcomes drown from the open question responses.
The survey was sent to 10 HR professionals and 12 line managers. The participants’ names and
the names of their organizations was kept anonymous as requested by them. The questionnaires
comprised of open-ended and multiple ehoice questions. The researcher eonducted two different
surveys as a result of the theories that were developed as a result of the eonduetion of seeondary
researeh. I'he questionnaire targeting line managers aimed not only to identify the impaet of the
outsourcing of HR on employees’ performance, but also to find identify if their responsibilities
have ehanged as a result of the outsourcing. The questionnaire targeting HR personnel aimed to
outline major faetors for outsoureing and which HR activities are most often outsourced by
multinational organizations in Cork, Ireland. The purpose of the open-ended questions was to
determine the impaet on employees and what their perception of outsourcing was.

Participants from seven organizations took part in the researeh. All Companies are multinational
with presenee in Ireland. Considering the theories developed as a result of the seeondary research,
and the likelihood that all line managers and HR professionals that work will have an opinion on
the HRO, it was necessary to sample a part of this population.
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According to Roberts (2003), sampling is the process of selecting a number of partieipants for a
study and to make sure they represent a larger group also known as population. The researeher
ehose to use non-probability sampling, whieh did not involve a random selection of survey
participants. The concept developed from the review of the literature and the objective judgment
of the researcher was used to seleet the survey partieipants. For that purpose the researeher relied
on a combination of Quota and Convenience Sampling. The audience that was targeted was in full
time employment in Ireland.

All participants were asked what the name of their organization is. As per the participants’
preference, the name of the organizations will be kept eontidential and will not be revealed in the
study. The name of the organization was asked for the purpose of differentiating the organizations
and finding if there are any similarities or differences in the responses provided by line
management and HR personnel if they both work in the same company.

Participants from 7 organizations completed the survey. Six of the organizations are multinational
organizations with presence in Cork, Ireland. One of the organizations is a hotel chain, one is an
international furniture manufaeturer and the other 5 organizations are infonuation technology
companies with customer support centers in Cork. As shown in Table 3.1 below, out of the 14
participants, 7 are team managers, 1 is a senior group manager, 3 are HR administrators, 2 are HR
Directors and 1 is an HR Talent Acquisition Assistant.

Table 3.1 Questionnaire Participants
Code

Narrative

Partieipant 1

HR Administrator

Participant 2

HR Administrator

Participant 3

Regional HR Administrator Manager

Participant 4

HR Director

Participant 5

HR Director

Participant 6

HR Administrator

Participant 7

Talent Aequisition Assistant
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Participant 8

Customer Support Team Manager

Participant 9

Team Manager

Participant 10

Customer Service Senior Group Manager

Participant 11

Manager

Participant 12

Team Manager

Participant 13

Team Leader

Participant 14

Team Leader

Table 3.2 Organizations Participating in Primary Research
Code

Narrative

Organization A

Multi-national organization with presence in
Ireland.

Organization B

Multi-national

infonnation

technology

organization with presence in Ireland
Organization C

Multi-national

manufacturing

organization

with presence in Ireland
Organization D

Multi-national

infonnation

technology

organization with presence in Ireland
Organization E

Multi-national organization with presence in
Ireland

Organization F

Multinational organization with presence in
Ireland

Organization G

Hotel Chain

The research tools that were used to conduct the questionnaires are as follow:

■

SurveyMonkey (online survey development cloud-based software)
The software was used to compose 2 different questionnaires, a web link was generated
that was later sent to all participants that would allow them an easy access to the survey.
The software was used to gather primary data and analyze results;
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■

Microsoft Excel
Tables and graphs were used to map out the participants and results;
Tables were used for the analyses of the results

3.7 Validity and Ethics
For the purpose of the research, the processes that were used provide for internal and external
validity. External validity is the level the results of a study ean be generalized to other people and
situations. The researcher used external validity to determine whether a generalization can be made
across heterogeneous population (Mitchell and Jolley, 2001). Intenial validity is the extent to
which a causal conclusion is justified, depending on the degree to which the study minimizes bias.
In internal validity, the theories of cause and effect are supported in the study (Brewer, 2000).

According to Oliver (2010), it is important to consider ethics at an early stage in the study.
Research ethics is the application of ethical principles to the research study. It includes the design
and conduction of the research involving other individuals, plagiarism, and regulations to be
applied in the research (Abebe and Scovdal, 2012). The surveys were conducted anonymously, the
names of the participants and their organizations were protected by a coding system and would be
accessed only by the researcher and the research supervisor. The researcher collected and used the
data in accordance with the Data Protection Act (1988).

The questionnaires were sent to the participants by the provision of a web link, which was part of
an e-mail requesting assistance, explaining the topic of the research and reassuring confidentiality.
The confidentiality in the survey aimed to reassure the participants of ethical content and to
encourage honest and non-bias responses.

3.8 Data Analysis
For the purpose of the survey, nominal measurement of data will be used. This type of
measurement allows the researcher to break down the information into categories and enables
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inclusion and exclusion of data. In nominal data measurement, a differentiation between subjects
is made based on their categories and qualitative classifications (Walliman, 2011).

Nominal data measurement puts participants and concepts in categories based on a common trait.
This measurement approach is suitable for this study as it enables logical correlation between
concepts. It helps the researcher identify commonly outsourced HR activities and the relation
between the outsourcing and the perfonuance of the employees.

The researcher undertook a multivariable analysis of the data. Walliman (2011) describes the
multivariable analysis as the process that looks into the relation between two and more variables.
The researcher assessed the impact of the outsourcing of particular HR activities on perfonuance
and behavior of employees. Regression techniques were used to estimate the relationship among
variables (Walliman, 2011).

3.9 Conclusion
In conclusion, this chapter focused on the relation between literature and the findings. This
research was mostly based on analysis of data collected from secondary research due to the time
and financial constrains that are related to the conduction of primary research. The use of
secondary research allowed easier access to multiple sources that provided a sufficient
comparative and contextual data in the field of research. However, most of the sources found in
secondary research were not recent. Therefore, the conduction of primary research enabled access
to current data and trends. The reasons for use of pragiuatism and mixed-methods approach was
explained in this chapter. The researcher also justified the use of two different survey
questionnaires. The findings of the study and the in-depth analysis will be presented in the next
chapter. Chapter 4.
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Chapter 4: Finding and Analysis

4.1 Introduction
This chapter presents the findings from the primary researeh undertaken for this study, and
analyses and contrasts with the theories that were found in the review of the literature. The main
findings that were obtained from the questionnaire responses will be critically discussed. As
discussed in Chapter 3, two different questionnaires were developed in order to fully address the
concepts developed from the review of the literature. The questionnaires were sent to ten Human
Resources professionals and twelve line managers. Seven line managers and seven HR
professionals responded. Some of the questions are the same in both questionnaires therefore the
responses from them will be discussed together.

4.2 Reasons for the Outsourcing of Human Resources Activities
Line managers were asked whether they feel their needs are addressed by their HR department and
if they believe the HR department has the expertise to deal with their inquiries. Of the 7
participants, 4 responded that HR addresses their needs and 5 believe their HR team has the
expertise to deal with their inquiries. The findings from primary research show that in companies
where only recruitment, payroll and other meehanical activities are outsourced, the employees feel
their needs are met by their HR department. Interestingly, 5 line managers responded that their HR
team has the expertise to deal with their inquiries, but only 4 of them said that their HR department
addresses their needs. This might mean that the HR department in one of the organizations does
not have the time to deal with all employees’ inquiries. Participant 13, who responded that their
HR team has the expertise but does not address their issues, works in an organization that
outsources some of the reeruitment activities, technical training, and coaching and mentoring. The
organization has up to 500 people. It is possible that either the HR team does not have the time
due to preoecupation with administrative duties, or some of the issues that were undealt with are
related to aetivities that are outsourced and there is no direct point of contact in-house. This is
supported by sources found in the literature review where according to Kosnik (2006), the absence
of HR function in-house and the laek of instant aecess to HR employees might eause failure in
44

effective communication or delays in addressing employees’ issue leading to employee frustration.
This possibility is also supported by Belcourt (2006), who claims that employees feel less secure
in organizations that outsource their HR activities as HR personnel is the first stop in case of
complaints or personal issues. The lack of such personnel creates insecurity in other employees.
Another reason for participant 13 to say that their HR team does not address their inquiries might
be because of possible impact of the HRO on remaining HR employees. This appears as a possible
cause for demotivation of HR staff that might have led to failure to address employees’ issues in
spite of the high expertise they possess.

Out of the 14 participants, 7 responded that their organizations outsource to gain access to outside
expertise, 4 responded that they outsource to improve their HR function by contracting the
administrative activities and concentrating on strategic management, and 4 said that their
organizations outsource some HR activities to save costs. The participants were asked if they
believe that HRO reduced the salary expenditure of the organization. Fifty percent of the
participants responded that salary expenses are reduced and 50% selected the option ’sometimes’.
As discussed in chapter 2, one of the main reasons to outsource is to reduce costs (Davies, 2005).
This concept could be confinned by some of the results from the primary data where respondents
explain that in-house recruiters do a better job when hiring employees. It was proposed that
employees hired internally are more confident, more engaged, perfonn their tasks better and fit
better in the corporate culture of the organization. This may be because the in-house recruiters
know well the company and its needs or simply because most of the hires are seasonal and do not
get fully engaged. Interestingly, organizations seem to look for assistance from recruitment
agencies when they need to hire a large amount of employees during their peak times. It is likely
that the behavior of seasonal staff is different from the one of the employees who feel secure as
they will be extended a full time permanent contract. It is possible that this causes the difference
in the performance results between employees hired internally and by an outside recruiter.

The above findings are supported by Thompson (2005) who claims that outsourcing is a cost
saving strategy for organizations that outsource their non-core competencies. Davies (2005) states
that outsourcing providers offer to reduce HR cost by up to 30%. There are, however, particular
circumstances that could affect how cost efficient an HRO contract could be. If the organization
45

seeking to reduce costs has high current HR expenditure due to the high cost of skilled HR
personnel, the business might benefit from outsourcing some HR activities. Davies (2005) suggests
that 30% cost reduction seems difficult to achieve as the outsourcing providers that cost less might
end up delivering standard or poor service that would impact the overall performance of the
business.

Similarly, the literature review highlights that organizations need to focus on core competencies
and to contract non-core activities in order to survive in the competitive business world today
(Entrekin and Court,2001). Together with outsourcing IT and Financial functions, HRO is a rising
trend in all parts of the world. Similarly, this concept is confirmed by Beardwell and Claydon
(2007), who explain that HR no longer focuses on the traditional operational perspectives, rather
the HR function has shifted from administrative to strategic. More specifically, organizations
perceive outsourcing as a method to achieve organizational objectives (Thompson, 2005).

Respondents were asked to rate the services of the HR provider. Seventy percent of the participants
rated the HR provider service as "good’. One of the participants responded that their organization
used outsourcing to adapt to changes fast, having experts in their field who are ready to provide
competitive end-of-line solutions. The participant also added that the organizations need the HRO
in order to scale and meet market needs. Four of the respondents explain that their organizations
contract only the recruitment process of temporary staff as they cannot deal with the workload
internally and they believe that they save money by not hiring permanent recruiter that is needed
only during peak times. It is possible that HR providers’ services were rated based solely on the
recruitment of temporary stuff. This concept will be further addressed in the next section which
discusses the most commonly outsourced HR activities

4.3 Most Commonly Outsourced HR Activities
The participants were asked of the nature of business and the size of their organization. The
findings from the two questions were combines due to the link between the responses. Out of the
7 organizations, only one is not a multinational company. All organizations have over 100
employees. Fifty percent of the participants responded that their organizations employee between
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500 - 1000 people. When asked in the questionnaire whether their organization outsources any
HR activities, 5 line managers said no but later 6 out of 7 selected 1 or more HR activities that is
outsourced to an outside provider. Out of the 7 HR participants, 6 responded that their
organizations outsource HR activities. The primary research showed that 85% of the organizations
outsource HR activities.

According to the responses, 60 % of the organizations outsource the Recruitment of Temporary
Stuff, 60% Employee Surveys, 40% outsource Employee Counselling, 30% Recruitment, 40%
payroll, 40% Development and Delivery of Training, 30% HRIS, 20% Health Benefit
Administration, and 20% Health Administration. Out of the 14 participants 10 rated the overall
HR outsourcing practices as good. As discussed in section 4.2, most of the organizations that
participated in primary research outsource the recruitment of temporaiy staff Participant 6
explains that their organization hires external recruiters as they cannot cope internally with the
employment of the hundreds of people that are hired to cover the holiday seasons. In this case it is
possible that organizations are not seeking the expertise of the recruitment vendors, but their
efficiency. Participant 6 also states that it is cheaper to hire the services of a recruitment agency
just for a couple of months over the peak time, instead of paying full time in-house recruiter that
is not needed during the rest of the year. Therefore the organizations are seeking efficiency at a
cheaper price for when they hire seasonal staff

The findings from primary research are similar to the ones from the literature review where it was
suggested that the most commonly outsourced HR activity is recruitment. Datar (2003), for
example, proposes that some non-core activities could be either permanently or temporarily
outsourced such as the administration, payroll or recruitment which is the most popular HR process
to be outsourced. Some of the reasons to use the services of outside recruiters are to seek cost
efficiency, highly qualified professionals or because of lack of technical tools in-house. Maidment
(2003) states that recruitment specialists use more advanced techniques in finding talent such as
multiple sourcing channels, and recruitment software which increases the probability to find the
most suitable candidate.
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Forty percent of the participants responded that their organizations outsource payroll. The number
is similar to the one shown in secondary research where according to Armstrong (2006), 45% of
professionals prefer to contract payroll management. Results from primary research show that
training and development, health and safety, and HRIS are among the most commonly outsourced
activities. Only one of the respondents selected Coaching and Mentoring as an outsourced activity.
The results in primary research show a higher percentage of the outsourcing of HRIS compared
to the sources in the review of the literature. This may be due to the fact that most of the sources
in literature are not as recent. The increasing use of self-service software and HRIS from the last
years has affected the traditional role of the HR department.

4.4 Possible Implications as a Result of the HRO
All participants were asked what their position is in the organization in order to establish if there
are differences between the responses of management and HR personnel. Some of the responses
show that HR employees understand better the concept of the outsourcing of HR activities.
Therefore the responses from the HR personnel provide more accurate information on the number
of HR activities outsourced compared to the responses of line managers that work within the same
organization. Some of the line managers skipped a question if they believed that their organization
does not outsource the relevant HR activity. Some of the questions that were skipped by line
management were later responded by HR employee from the same organization claiming that the
organization outsources that HR activity. This shows that some of the organizations that were
involved in the primary research fail to educate their management on HR issues. There is a lack of
communication between the HR department and line management. This will be further discussed
and recommendations will be made in Chapter 5.

Participant 6 states that their organization hires hundreds of people on temporary contracts and
they need to use the services of outside recruiters as they don’t have enough HR stuff to support
the recruitment process for the holidays. The participant also says that sometimes people employed
by an outside recruiter may not suit the company’s needs and do not understand the demands of
the job. They also are less engaged as they are hired as seasonal staff and their performance scores
are lower compared to the scores of the people hired internally. Of the 14 participants 8 responded
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that employees that are hired internally have a better corporate fit. This finding is supported by the
concepts developed from the review of the literature. Participant 9 agrees with the source above.
She says that the in-house recruiter will understand more the profile of the candidate based on
his/her understanding of the company culture. At times people use the job as a stop gap in their
career. Participant 2 believes that their outside recruiter understands their business and they have
a good working partnership. The participant also states that the potential corporate fit depends on
the recruited position. Considering the responses from primary research and the link to the sources
from the review of the literature, it is possible to draw a conclusion that employees hired by a
recmitment agency do not fit the corporate culture and are less engaged. It is also relevant to say
that these employees in their majority are temporary hires that are aware that they will not be
extended a full time contract offer. The insecurity of the employees might lead to lack of
motivation and affected individual perfomiance. This insecurity might not be incorporated due to
the lack of a certain HR activity in-house, but purely due to the lack of secure job position within
the organization.

Interestingly, secondary research showed that not only employees feel less secure in their
organization as a result of outsourcing HR functions. According to Belcourt (2006), one third of
HR personnel feel insecure after outsourcing some HR activities. HR employees fear they might
lose their jobs, might be asked to work outside of the company, or fear that management might see
outside vendors as more competent. In cases where employees see outsourcing as a potential
thread, there is a risk of breaching the psychological contract between the people and the
organization leading to uncertainty, depression, low self-esteem and negative perfomaance
outcomes (Cooper, 1999). Similarly, Ndubisi (2011), identifies HRO impacts employees’ trust and
commitment. This might be a potential cause of issues in the organization. Here a link can be made
to the results from the questionnaire where a presence was found of miscommunication between
the HR department and line management and the failure of the HR team to effectively address all
management and employees issues.

What is interesting in the responses of the participants is that line managers do not seem to be
familiar with all HR processes in their organizations. They do not know if some HR activities are
performed in-house which implies bad communication between HR the department and the line
49

management, whieh leads to laek of eommunieation to all employees. Out of the 7 line managers,
5 responded that their organizations do not outsouree any HR aetivity but later seleeted more than
one HR activity to be performed by an outside provider. It is likely that managers do not fully
understand the concept of HR outsourcing or they do not feel certain of the processes within their
HR department. There was also inconsistency in the responses of line managers and HR personnel
that work in the same organization. This confirms that the line managers are not aware of the HR
processes and therefore they do not communicate effectively the infonnation to employees which
might lead to failure to address employees' issues.

4.5 HRO Impacts on Performance
Of the 14 participants, 10 responded that employees hired by an in-house recruiter perform their
duties better. This may be due to the fact that the majority of the companies said they outsource
the recruitment of temporary staff. As previously discussed in section 4.4, seasonal employees arc
not as confident and engaged as full time employees. In contrast, one of the participants responded
that employees that are hired externally are more skilled. Similarly, another respondent believes
that employees hired by an outside company have a better work ethic and are more empathic. The
same participant stated that their HR has the expertise to deal with inquiries but does not address
all employees’ issues. Considering all responses of that participant, it is possible that their HR
team did not communicate information regarding the HR activities and processes and the line
manager is frustrated with the lack of communication. Also this particular line manager believes
that she is performing some of the duties of HR.

A response of participant 9 is in contrast, and proposes that employees hired internally are more
confident, fit better and perform better. According to participant 9, while some recruitment that
happens outside is excellent and possibly better than the one they do, most of the external
recruitment tends to have a lower perfonnance scores than in-house recruited employees.
According to the results from primary research, the outsourcing of activities such as payroll,
recruitment and technical training do not impact the performance of the organizations. This finding
is in contrast with some of the concepts from the secondary research. Gilley and Rasheed (2000),
for example, show that the impact of outsourcing training and payroll would vary between different
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orginizations. According to Norman (2009), companies that outsource training and payroll ereate
implications for the performance of the finn. Sullivan (2007) disagrees with Gilley and Rasheed
wh) state that outsourcing of noncore HR functions might create a competitive advantage for the
organization. According to Sullivan (2007), outsourcing HR does not provide a competitive
ad\antage. Furthermore, the contracting of HR activities to an outside provider often limits the
grovVth and image of the organization, the capabilities of the HR department, and the professional
de^elopment of the HR personnel. Similarly, questionnaire respondent 10 states that their
orgmization is losing money by using the services of recruitment agency that does not do a good
job in selecting and hiring productive people.

Wide most of the participants’ responses are similar to the findings in the sources of the literature
whch state that employees hired by in-house reeruiters have a better eultural fit and higher
perbnnance scores, some of the respondents say that their organizations use outside recruitment
companies to hire only part-time or temporary contracted employees that cover peak times. They
also say that the lower perfonnance may be due to the fact that people know they are hired
seasonally and not due to the fact that they are hired by an outside provider.

One objective of this study was to explore not only the impact of outsourcing HR activities on
organizational performance but also the link between employees’ perception of outsourcing and
their individual perfonnance. Therefore, questionnaires targeted personnel and management. As
shown in Table 3.2 in Chapter 3, out of the 14 participants, 7 are team managers, 1 is a senior
group manager, 3 are HR administrators, 2 are HR Directors and 1 is an HR Talent Acquisition
Assistant. The participants were asked how long they have been employed in their eun'ent
company. This question aimed to identify if there is any link between the outsourcing of HR
activities and retention. The primary research shows that 30% of the participants have been
employed in their organizations between 5-10 years and another 30% have been employees in their
organizations for over 10 years. Another 30% have been employed between 2-5 years and only
10% stated their employment in the current organization is under 2 years. Some of the sources
found in the review of the literature suggested that the outsourcing of HR activities could have a
negative impact on employees (Kosnik, 2006). The source also suggests that the HRO leads to a
decrease in loyalty and productivity and an increase of absenteeism and higher turnover of
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remaining HR employees. Another eoneept that was developed in the seeondary research proposes
that the absence of the HR function in-house and the lack of instant access to HR employees might
cause failure in effective communication or delays in addressing employees’ issues which is a
reason for employee demotivation, frustration and higher turnover (Kakabadse, 2000). According
to the results of the primary research, there is no connection between the outsourcing of a certain
HR activity and employees’ high turnover as most of the participants have been employed for over
5 years in their organization.

The participants in the primary research were asked whether outsourcing of HR activities is a good
idea. The majority responded that outsourcing some activities such as payroll and technical
training will be beneficial for the company. Participant 1 claims that outsourcing is a great way to
gain access to experts and to reduce the workload of your department. They use the outsourcing
as means to offload time consuming duties and refocus on priorities. In addition HR as a
department has a multitude of responsibilities and some aspects are clearly outside of the usual
scope, hence can be outsourced, making it worth the investment and saving money due to that
process.

Respondent 8 states that outsourcing is very handy when the organization needs to adapt to changes
fast. Having access to experts in their field can assist the transition as they are more prepared to
provide end-of-line solutions and to work in competitive markets where their services are always
evaluated and compared against each other. The participant also responded that outsourcing is an
expensive investment but is clear that their organization has to contract some of the HR activities
to be able to scale and meet market needs. In contrast, the respondent explains that outsourcing is
not a long term solution for their organization. They try to take outsourcing as an opportunity to
learn and prepare for the future, understand the organizational needs and plan accordingly. The
organization does not plan to continue outsourcing unless there is an urgency for it and they strive
to keep all activities in-house. This could potentially mean that organizations seek to outsource
only when they do not have the tools to conduct some activities internally, or to seek expertise that
they currently do not have in-house.
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Participant 14 states that it is a good idea to outsource some activities like recruitment and training.
Similarly, another participant says that the organization benefits from the outsourcing of the
reeruitment of temporary staff In contrast, Participant 7 says that it is not a good idea to outsource
areas where it is needed to know the employees and to know the culture of the company to do a
good job. Only one of the line managers explains that she would prefer if the entire HR function
is outsourced as it would be easier to go to them with issues that may arise. She feels that when
the HR department is in-house, HR employees are bias. Participant 11 explains that their
organization does not outsouree any HR activity. She says that that is one of the reasons why they
have a happy workforce. In addition she highlights the importance of the impression HR makes
from the moment employees are contacted for interviews to the moment when they are greeted in
the company or later feeling the support of their HR team.

When asked to rate the impact of the HRO on remaining HR employees, the partieipants assessed
the impact as average. This might be due to the fact that half of the participants are HR employees.
As previously diseussed, HR employees that work in organizations that outsouree some HR
activities feel insecure. They feel their position is threatened to be outsourced as well and this leads
to demotivation and increased turnover (Belcourt, 2006). In cases where employees see
outsourcing as a potential thread, there is a risk of breaching the psychological contract between
the people and the organization leading to uncertainty, depression, low self-esteem and negative
perfonnance outcomes (Cooper, 1999).

A link can be made between the findings from primary research and the literature review. It is
possible that HR employees that participated in primary research prefer to keep the Training and
Development activity in-house as they might see further outsourcing as potential threat to lose
their jobs. It is also possible that some of the participants did not give high scores to the outsourcing
vendors for the same reason. In addition, the results from the primary research show a clear impact
of the HRO on employee perfonnance. The majority of the participants stated that employees hired
internally fit better and have higher performance scores. This may be as the in-house recruiters
have better understanding of the corporate culture and the organizational needs. Therefore, the
employees that are recruited internally would have the required profile or behavior to fit in the
culture of the organization. The difference in performance scores between employees hired by the
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outside vendor and the internal recruiter may be due to the insecurity of employees hired
externally. It is also possible that the performance scores are different as most of the externally
hired employees have temporary contracts for limited period of time and do not have the same
experience in the company. Some of the temporary stuff may not be required to be as qualified as
permanent employees which also impacts their effectiveness. In addition, temporary employees,
hired to cover peak times, may have never worked with similar systems and tools which also could
affect their performance scores.

4.6 HRO Impact on Line Managers
Out of the 7 line managers that participated in the primary research, 4 responded that the
outsourcing of some HR activities create more work for them as managers. Respondent 8 explains
that sometimes he has to introduce new systems to his team. He also says that the productivity of
his team is affected which influences the effort and time he has to put in his work. Participant 11
explains that the new employees hired by a recruitment agency are not a good fit and not as
productive as the rest of the team which creates more work for him as a leader. He also says that
the new employees are not good for the business and the organization needs a different working
profile. This result can be linked to the finding developed from analysis in 4.5 that employees hired
by an outside provider are less engaged and productive and deliver lower perfonnance scores. The
participant also highlights that the newly hired employees by an outside vendor do not fit into the
corporate culture of the organization.

Participant 14 states that as a result of the HRO, she has become a primary contact for all team
members and sometimes has the feeling she is an HR person. She says that managers need to be
equipped with HR knowledge to able to deal with their team’s inquiries. The participant explains
that managers need to know how to work with the HR Information Systems that are in place. The
organization uses a self-service software. The literature highlights that HRIS allows line
management to be more effective in handling performance development plans or disciplinary
actions. Line managers can easily gain access to the centralized system and run reports to track the
performance of their team members. Also organizations where certifications and licenses are
required benefit from centralized HRIS that keeps track of training records. With the use of self54

service software, line managers do not need to use all services provided by the HR department,
they can access the information themselves to legally, ethically and effectively support their teams
(Gale, 2012). It is likely that some line managers look at the self-service software not as tool that
provides beneficial HR information, but as an extra workload that they need to handle. Participant
14 states that she feels responsible for some HR duties like training, coaching, performance
reviews and appraisals. This result is supported by the secondary research where according to
Breadwell and Claydon (2007), employees used to approach the Human Resources Department
when they were concerned about their benefits, training or to issue a complaint. In addition, HR
was a stop for managers that would need assistance with recruitment, retention and terminations.
The Human Resources function is vital and most organizations handled in in-house. Constant
changes in the internal and external environment have caused the evolution of the HR Function
(Zhu and Warner, 2004). Line managers have become a primary contact when employees are
concerned about their benefits, training and perfonnance. HR no longer focuses on the traditional
operational perspectives, rather the HR function has shifted from administrative to strategic
(Beardwell and Claydon, 2007). More specifically, organizations perceive outsourcing as a method
to achieve organizational objectives (Thompson, 2005). Considering the responses from the
questionnaire and the review of the literature, it is evident that line managers responsibilities are
impacted in organizations that outsource HR activities. Line managers feel they have more work
in organizations that outsource the recruitment of temporary staff as the newly hired people need
more training and lack the same engagement and productivity as the rest of the team that was
employed by an in-house recruiter. In addition, organizations that fully outsource the HR function
and use self-service software create more workload for line managers who become a primary
contact for their team in case of HR related issues. It is safe to presume that when people have
personal issues, they do not want to share sensitive infonnation by using a software, therefore they
seek a human point of contact which in their case is their direct supervisor.

4.7 The Outsourcing of Training and Development
The results from the questionnaire show that 40% of the organizations outsource Training and
Development. Interestingly, some of participants from organizations that do not outsource the
activity responded that they would prefer training to be conducted by an outside vendor. This might
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be due to poor internal training and development programs. Armstrong (2006) states that there is
an increasing trend of outsourcing the Training and Development activity.

Questionnaire participants were asked if they preferred to have Training and Development
activities outsourced. Fifty percent of the respondents prefer to have the activity remain in-house,
20% responded ‘sometimes’, and 30% prefer to contract the Training and Development activity.
Interestingly, the majority of the people that responded they prefer to keep training activities inhouse are HR professionals, and the majority of line managers prefer the assistance of outside
vendors. The HR professionals explain that they prefer to keep the training activity in-house as
there is a deeper understanding of the individual culture and needs. Participant 2 states that their
organization prefers in-house training of new hires for Customer Support roles. The participant
explains that the training activity for leadership is better to be outsourced. It is possible that HR
employees see the outsourcing of training and development as a potential threat. In cases where
employees see outsourcing as a potential thread, there is a risk of breaching the psychological
contract between the people and the organization leading to uncertainty, depression, low self
esteem and negative performance outcomes (Cooper, 1999). A link can be made between the
findings from secondary research and the fact that HR employees that participated in primary
research prefer to keep the Training and Development activity in-house as they might see further
outsourcing as potential threat to lose their jobs.

The line managers that completed the questionnaire contrast the ones of the HR professionals.
Participant 12 explains that they have had both training conducted by an in-house employee and
by outside vendor. She says that the vendor conducted a leadership training course. She says that
she finds the training very helpful and extremely beneficial. She feels there is no bias when the
training is done by an outside person. In addition, participant 12 says that training that is done by
people from the company is not as professional and creates awkward environment. Respondent 13
says that it is good to have training and development from other sources as they bring new ideas,
different content and philosophies. This concept is also confinned by the literature review. The
research carried by Gilley and Rasheed (2004) shows that contracting the HR activities to an
outside provider has an impact on the overall business perfomiance. More specifically, the study
reveals that outsourcing both training and payroll leads to a higher success in organizational
56

innovation. Furthennore, contracting the training and development activity fosters high employee
performance and inereases ability to add value. The study also shows that when outsourcing the
training and development activity employees are better trained by experts resulting in improved
supplier - customer relations.

Participant 8 explains that their organization outsources Training and Development due to the level
of complexity in their job. He says that it is difficult for their organization to be up to date with
knowledge. In addition, their training needs vary on a weekly basis due to the updates on tools,
content, policies, processes and other changes. This concept is supported by Zhu and Warner
(2004), who claim that constant changes in the internal and external environment are causing
refonns in the roles of the HR department. HR no longer focuses on the traditional operational
perspectives, rather the HR function has shifted from administrative to strategic (Beardwell and
Claydon, 2007). More specifically, organizations perceive outsourcing as a method to aehieve
organizational objectives (Thompson, 2005). In the case of organization A, see table 3.1, the
company tries to stay competitive and admits that the needs of the organization could not be met
internally. They look for outside expertise to conduct training and development courses on a
weekly basis. By outsourcing the Training function, organization A gains access to experts and
technological advances. As highlighted in secondary research, the increasing eompetition and the
constant growth of global market put pressure on organizations to invest in human capital
(Potkany, 2008). Many business executives prefer to outsource some or all HR functions as they
cannot afford to employ skilled part or fulltime people across all areas of operations (Greer, 1999).
Henneman (2005) states that developing and maintaining HR activities might require signifieant
efforts and finances.

The organizations that participated are multinational companies that use technical tools and
systems to conduct their business. The complexity of the work may require continuous training
because of the fast progressing technology and constant need for updates and improvement of the
tools and systems. This could be a reason for organizations to seek the services of highly qualified
teehnical trainers. It is also possible that Training and Development is a preferred outsourced
function as it provides the service of an outside expert only when needed. The organizations may
be seeking to save costs on salary expenditure of skilled technieal staff
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4.8 Conclusion
In conclusion, this chapter presented the results from the conduetion of primary research and the
links and contrasts with the concepts that were found in the review of the literature. The questions
from primary research were presented, the responses of all participants were critieally analyzed in
order to obtain key findings. The main findings that were acquired were critically discussed. An
outline of the key findings and the limitations of the study will be addressed in the following
ehapter. In addition recommendations for future research and future practice will be discussed in
Chapter 5.
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Chapter 5 Conclusion

5.1 Introduction
This study explored the impact of the outsourcing of Human Resources activities on organizational
performance. For the purpose of the study the researcher conducted a review of the relevant
literature and created a questionnaire that aimed to further explore the theories developed in the
literature review. This chapter will outline the key findings that were developed based on the indepth analysis of the results from primary and secondary research. In addition, the chapter will
discuss all limitations that were encountered during the conduction of the research. After the
acknowledgement of the limitations of this study, the researcher will create recommendations for
future research and recommendations for future practice.

5.2 Key Findings
The results from the conduction of primary research, and the links and contrasts with the concepts
that were found in the literature review, were presented in Chapter 4 of this study. The results from
the questionnaires were presented, the responses of all participants were critically analyzed in
order to obtain key findings. As a result of the analysis a number of key findings was developed.

Research and analysis showed that the most commonly outsourced HR activity in multinational
organizations with presence in Ireland is the recruitment of temporary staff Organizations seek
the services of recruitment agencies to meet demands during peak times. Companies hires external
recruiters as they cannot cope internally with the employment of the hundreds of people that are
hired to cover the holiday seasons. In this case it is possible that organizations are not seeking the
expertise of the recruitment vendors, but their efficiency. In addition, organizations prefer not to
employee in-house recruiters that may be needed only during peak times. Therefore the
organizations are seeking efficiency at a cheaper price for when they hire seasonal staff
Furthermore, the analysis showed that organizations that have high HR salary expenditure can
reduce their costs with up to 30% by outsourcing mechanical HR activities such as recruitment
and payroll.
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HR personnel in multinational organizations with presence in Ireland have the expertise to deal
with inquiries but do not have the time to address all employees and management issues due to
excessive workload. The high number of employees in the multinational organizations requires
big HR departments to handle the large amount of enquiries and administration. The call centers
in Ireland do not maintain large HR departments. Most HR activities are being outsourced and HR
employees that are in the company are at times ovenvhelmed. This results in a failure to effectively
collaborate with Line Managers and failure to address all employee issues. In addition, the Line
Managers do not seem to be familiar with all HR processes in their organizations. They do not
know if some HR activities are performed in-house which implies bad communication between
HR the department and the line management, which leads to lack of communication to all
employees.

The scope of Line Managers’ duties has changed in organizations that outsource HR activities.
Team members prefer to approach their team leader with personal inquiries, questions regarding
benefits or career progression. Line managers become first point of contact for their teams in case
of HR inquiry. In addition, the outsourcing of some HR activities creates more work for team
leaders. The study showed that Line Managers need to know how to work with the HR Infonnation
Systems that are in place. The organization uses a self-service software. HRIS allows line
management to be more effective in handling perfomiance development plans or disciplinary
actions. Line managers can easily gain access to the centralized system and run reports to track the
performance of their team members. They are also responsible for some previously believed HR
duties such as coaching, training, the conduction of improvement plans, disciplinary actions, and
appraisal reviews.

Organizations contract some of their HR activities when they need to adapt to changes fast. Having
access to experts in their field can assist the transition as they are more prepared to provide endof-line solutions and to work in competitive markets where their services are always evaluated and
compared against each other. One objective of this study was to explore not only the impact of
outsourcing HR activities on organizational performance but also the link between employees’
perception of outsourcing and their individual performance. Employees hired by an outside vendor
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are more likely not to fit in the eorporate eulture of the organization which results in them being
less confident and less engaged in their work than employees hired by an in-house recruiter.
Similarly, employees hired by an in-house recruiter have better perfomiance scores than staff hired
through recruitment agencies.

The fastest growing trend in HRO is the outsourcing of Human Resources Information Systems
With every year more multinational companies start using self-service software to handle part of
the HR administrative duties. One of the issues with the use of advanced HRIS is the lack of
technical skill in-house that could maintain and operate the software. As a result, most
organizations prefer to outsource HRIS to an outside provider. Also organizations where
certifications and licenses are required benefit from centralized HRIS that keeps track of training
records. With the use of self-service software, line managers do not need to use all services
provided by the HR department, they can access the infonnation themselves to legally, ethically
and effectively support their teams

5.3 Limitations of This Study
Although the researcher strived to minimize the range of scope of restrictions in the conduction of
the research process, some limitations were inevitable and need to be acknowledged.
The main limitations are expressed as follows:

First, the use of secondary research allowed easier access to multiple sources that provided a
sufficient comparative and contextual data in the field of research but most of the sources found
in secondary research were not recent. In addition most of the gathered data for the study was
collected from secondary sources which limited the researcher ability to collect up-to-date
infomiation. More specifically, most sources from the literature review are from year 2003 to 2013.
Some of the results for instance concluded that the most commonly outsourced HR activities are
Administration, Employee Counselling and Recruitment. Uniquely, the results from the
conduction of primary research showed that Recruitment, Training and Development and HRIS
are among the most contracted HR activities. Due to the rapid technological changes, the
responsibilities of the HR department are different to what they used to be 5 to 10 years ago.
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Data collected in regards to outsourcing Human Resources Infonnation Systems is mostly based
on the findings from the conduction of primary research as only two sources from the secondary
research were found relevant and up-to-date.

Due to the time constrains, the primary research was conducted only on a small size of population
part of multinational organizations with presence in Cork. Therefore, the study should have
involved more HR professionals and Line Managers in order to generalize the results for a larger
group.

The study could also benefit from the integration of an additional method of data collection. The
questionnaire participants skipped some of the open-ended questions which is affecting the
qualitative findings. The conduction of interviews after completing the questionnaire could have
allowed the researcher to navigate the participants’ responses to further explore the results.

The Scope of primary research was restricted to multinational organizations with presence in Cork,
therefore, the findings may have limited validity for companies with operation outside of Ireland.
The researcher was limited by time as the thesis had to be completed and submitted within the
given by CIT deadline. The researcher could have done a more in depth analysis should a longer
timeframe was provided.

5.4 Recommendations for Future Research
As suggested in section 5.2, HR personnel in multinational organizations with presence in Ireland
fail to address all employees’ inquiries due to the excessive workload. Due to the time constrains
of the study, the researcher was not able to spend the necessary time to find out if this is the
situation in companies that outsource certain HR activities. It is recommended that further research
is undertaken to find out if there is a eonneetion between the outsourcing of HR activities and the
failure to effectively address HR issues. Furthermore, it is recommended to find out whether the
HR teams in Ireland are understaffed and that is the cause of exeessive work that eannot be dealt
with.
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The study showed that the most commonly outsourced HR activity in Ireland is the outsourcing of
Temporary Staff It was also found that temporary employees do not perform as productively as
employees hired by an in-house recruiter. The researcher wanted to find out why companies keep
on using the services of the recruitment agencies if they believe that employees recruited by them
do not fit the company culture and do not have the same perfomiance scores. The data collected
from the questionnaires was not sufficient to provide a response to that question. Therefore, the
integration of additional method of data collection is recommended for better and more conclusive
results. In similar studies, the research will benefit from the conduction of questionnaires and
interviews in order to navigate participants’ responses to further explore the results.

As outlined in section 5.2, the scope of line managers’ duties has changed in organizations that
outsource HR activities. Due to the time constrains of this study, the researcher could not find what
duties are changed and as a result of the outsourcing of which HR activity. It is recommended to
further study what type of skills of Line Management are required in multinational organizations
that outsource the HR activities.

This study showed that the outsourcing of HRIS is the fastest growing trend. There is a lack of
information in relation to this topic. Most of the sources that were found were outdated and not
useful to build a concept. Further study will be recommended to find out what type of technical
skills are necessary to develop and maintain self-service software and is it more cost efficient to
outsource the HRIS or to keep it in-house.

As discussed in section 5.3, due to the time constrains, the primary research was conducted only
on a small size of population. It is recommended to involve more HR professionals and Line
Managers in order to generalize the results for a larger group.

5.5 Recommendations for Future Practice
As discussed in section 5.2, research and analysis showed that the most commonly outsourced HR
activity in multinational organizations with presence in Ireland is the recruitment of temporary
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staff. Research also showed that employees hired internally perform their duties better and fit the
corporate culture better than employees hired by an outside recruiter. It is recommended that HR
professionals work on ways to better integrate and motivate temporary staff In addition it is
recommended that recruitment agencies work in collaboration with HR managers to assure the
quality of recruitment and better understanding of the organizational culture in order to avoid
potential misfit of new employees. HR professionals need to improve communication with Line
Management and to seek more feedback regarding the perfonnance and behavior of temporary
staff

As outlined in section 5.2, organizations that have high HR salary expenditure can reduce their
costs with up to 30% by outsourcing mechanical HR activities such as recmitment and payroll.
The outsourcing of core HR activities such as Strategic HRM or Compensation and Benefits may
result in potential loss of control or leak of confidential infonnation. It is recommended that HR
departments that seek cost reduction outsource their mechanical activities such as recruitment and
payroll and keep core activities in-house.

It was found that HR personnel in multinational organizations with presence in Ireland has the
expertise to deal with inquiries but does not have the time to address all employees and
management issues due to excessive workload. Some of the HR generalists in call centers in
Ireland are responsible for hundreds of employees. Organizations that use self-service softwares
or outsource some HR activities prefer to maintain small HR departments to reduce costs and
salary expenditure. It is recommended that organizations in Ireland make sure they have enough
HR employees to support the needs of the entire organization. It appears that HR employees are
overwhelmed with administrative duties and need more time to address all inquiries and issues.

The research showed that the scope of Line Managers’ duties has changed in organizations that
outsource HR activities. Due to the fact that line managers become first point of contact for their
teams in case of HR inquiry, it is highly recommended that line managers are properly trained to
handle some of the HR duties. In addition, this finding suggests that the Line Manager role is now
changed and different skillset might be required when the position is advertised in the recruitment
and selection process. It is recommended that in-house recruiters and recruitment vendors are both
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aware of the ehanges in the role of the Line Managers and specific requirements are outlined when
advertising new positions for Team Leaders. In addition, it is recommended that Line Managers
in organizations that outsource HR activities hold higher qualification or a degree in HR or similar
studies.

As outlined in section 5.2, HR Information Systems are progressively introduced in multinational
companies. The majority of companies prefer to outsource the HRIS due to the inability to maintain
it internally. It is recommended that there is an IT specialist that can operate the tools in-house in
order to overlook the systems if necessary and to facilitate the use of the tools by employees that
might not have the necessary technical skills to work with a self-service software by themselves.
It is also recommended that organizations that start using self-service software conduct a workshop
for employees that would provide information on how to properly use the software to gain or
update infonnation.

5.6 Conclusion
The thesis showed that the HRO trend is increasing, in spite of the amount of negative impacts it
brings on employees and organizational perfonnance. Organizations continue to believe that the
contracting of vital functions is a smart investment that makes their business more competitive.

This study showed that organizations outsource HR activities mainly to save money, focus on
strategic Human Resources, gain access to skilled professionals and to take advantage of advanced
technologies that are not present in-house. Research showed that organizations that have high HR
salary expenditure can in fact reduce their costs with up to 30% if they outsource mechanical HR
activities such as recruitment and payroll. The researcher outlined the benefits of the outsourcing
of HR functions. For large multinational organizations, outsourcing can lead to reduction in salary
expenditure and provides extra protection, as legal liability can cause severe damage and
compliance issues may turn into lawsuits. Nevertheless, human resources department is perceived
to be the heart of an organization.
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While outsourcing provides some cost efficient benefits, there are also some disadvantages such
as distance between employees and organization, recruitment problems, information leaks and loss
of control. The outsourcing of recruitment reduces salary costs but is proved to have negative effect
on newly hired employees which impacts the overall organizational performance. The study
showed that employees hired by recruitment agencies are less confident, do not fit well the
corporate culture and have lower perfonnance scores compared to employees recruited by in-house
HR professional. In addition, the findings show that Line Managers in companies that outsource
HR are impacted. The outsourcing trend is causing a necessity for a change in managers' skillset.
Leadership needs to prepare team managers to handle new responsibilities that previously
belonged to the HR personnel.
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Appendices

Questionnaire 1: Human Resources Professionals

1. Your position within the organization
2. Name of the organization (optional)
3. Nature of the organization
4. How long have you been employed in the organization?
Less than I year
1 -2 years
2-5 years

r
r

5-10 years
More than 10 years

5. Total number of employees in the organization

r
r
r
r
r
r

Under 100
100-500
500-1000
1000-5000
5000-10000
More than 10000

6. Does your organization outsource HR functions?

r
r

Yes
No

7. Please select whether the functions bellow are outsourced or performed in-house. For any
listed function that is not an HR activity within your organization (i.e. neither outsourced,
or undertaken in-house), please select N/A
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Advertising Vacancies
Short Listing Candidates
Recruiting Temporary Stuff
Recruiting Employees
Recruiting Management
Conducting Reference Checks
Conducting Interviews
Development and conduction of New Employees Training and Orientation Process
Development of Training Programs
Conducting Training Programs
Development and Delivery of Technical Training
Evaluation of Training Processes
Development of Employees Coaching Programs
Coaching of Employees
Executives Development and Coaching
Compensation Plan Administration
Incentive Plan Administration
Payroll Administration
Delivery of Employees Performance Reviews
Employee Recognition Programs
Health Benefit Administration
Health and Safety
Work Life Balance Benefits Administration
Employee Counseling
Human Resources Infomiation Systems
Conducting Employee Surveys
Managing Employee Contracts
Ifyour organization does not outsource any HR activities, please skip the following questions:
8. How would you rate the overall application of outsourcing practices in the organization?
Excellent
>■ Good
^ Average
^ Poor
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Very poor
9. Do you believe that outsourcing of HR activities has reduced salary expenditure in your
organization?
Yes
No
10. Please evaluate the HR provider hiring service of new employees for the organization.

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

11. Please evaluate the corporate fit of newly hired employees by an HR provider compared
to employees hired by an in-house recruiter.

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

12. Would you prefer to have recruitment activity carried out by in-house HR department?
^ Yes
•“ No
^ Sometimes
Please explain

13. Is there a difference in the performance of employees hired by an outside provider
compared to employees hired from an in-house recruiter?

r
r
r

Yes
No
Sometimes

Can you specify?
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14. Do employees hired by an outside provider have higher performance than employees
hired from an in-house recruiter?

r
r
r

Yes
No
Sometimes

15. Is there a difference in the behavior of employees hired by an outside provider compared
to employees hired from an in-house recruiter?

r

Yes

r

No

r

Sometimes

Can you specify?
16. Would you prefer to have training and development activities carried out by in-house
HR department?
Yes

r
r

No
Sometimes

Please explain:

17. If your organization is outsourcing Training and Development, please rate the services
provided by the outside vendor.

r
r

Excellent
Good
Average
Poor

r

Very poor

18. Please evaluate the HR provider training service of new employees for the organization.

r

Excellent
Good
Average
Poor
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r

Very poor

19. If your organization is outsourcing Payroll Administration, please rate the services
provided by the outside vendor.

r

Excellent

r

Good

r

Average

r

Poor

r

Very poor

20. If your organization is outsourcing Health and Benefit Administration, please rate the
services provided by the outside vendor.

r

Excellent
r Good
r Average

r

Poor

r

Very poor

21. If your organization is outsourcing Employee Counseling, please rate the services
provided by the outside vendor.
r Excellent
r Good

r

Average

r Poor
r Very poor
22. If your organization is outsourcing Coaching, please rate the services provided by the
outside vendor.

r

Excellent
r Good

r
r
r

Average
Poor
Very poor

23. If your organization is outsourcing Compensation Plan Administration, please rate the
services provided by the outside vendor.
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r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

24. If your organization is outsourcing Human Resources Information Systems, please rate

the services provided by the outside vendor.

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

25. If your organization is outsourcing the Management of Employee Contracts, please rate

the services provided by the outside vendor.

r
r
r
r
r

Excellent
Good
Average
Poor

Very poor
26. Is the impact of HRO on cost reduction in the organization

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

27. Is the impact of HRO on the organizational performance

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

28. Describe the impact of HRO on the performance of in-house HR employees.
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r
r
r
r

Excellent
Good
Average
Poor

29. Evaluate the impact of HRO on the performance of line management.

^ Exeellent

r
r
r
p

Good
Average
Poor
Very poor

30. Does HRO impact some of the responsibilities of line management?

r
r
r

Yes
No

Sometimes
If yes, please specify

31. Please describe the effect of outsourcing to the competitive advantage to the organization.

^ Excellent
^ Good
^ Average
^ Poor
^ Very poor
32. Please evaluate the effect of outsourcing HR functions in terms of improved quality of
service.

^ Excellent
^ Good
Average
^ Poor
^ Very poor
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33. Please assess the level of effectiveness of HRO in dealing with changes and challenges in
the organization

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

34. Please rank the level of expertise in the outside provider.

r
r
r
r

r

Excellent
Good
Average
Poor
Very poor

35. Please evaluate the efficiency of the outsourcing in meeting the needs of the organization

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

36. What challenges does your organization face as a result of HRO?

37. Is your organization planning to outsource more HR activities in the following 2 years?

r

Yes
No
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Questionnaire 2: Line Managers

1. Name of the organization (optional)
2. Your position within the company
3, Nature of the organization
4. How long have you been employed in the organization?

r
r
r
r
r
r

Less than 1 year
1 -2 years
2-5 years
5-10 years
More than 10 years

5. Total number of employees in the organization

r
r
r
r
r
r

Under 100
100-500
500-1000
1000-5000
5000-10000
More than 10000

6. Do you feel that your needs are addressed by your HR department?

r
r
r

Yes
No
Sometimes

7. Do you think your HR department has the expertise to deal with your inquiries?
I" Yes
^ No
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Sometimes
8. Does your organization outsource any HR functions?

r
r

Yes
No

9. Please select whether the functions bellow are outsourced or performed in-house. For any
listed function that is not an HR activity within your organization (i.e. neither outsourced,
or undertaken in-house), please select N/A
Advertising Vaeancies
Short Listing Candidates
Recruiting Temporary Stuff
Recruiting Employees
Recruiting Management
Conducting Reference Checks
Conducting Interviews
Development and conduction of New Employees Training and Orientation Process
Development of Training Programs
Conducting Training Programs
Development and Delivery of Technical Training
Evaluation of Training Processes
Development of Employees Coaching Programs
Coaching of Employees
Executives Development and Coaching
Compensation Plan Administration
Incentive Plan Administration
Payroll Administration
Delivery of Employees Performance Reviews
Employee Recognition Programs
Health Benefit Administration
Health and Safety
Work Life Balance Benefits Administration
Employee Counseling
Human Resources Information Systems
Conducting Employee Surveys
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Managing Employee Contraets
Ifyour organization does not outsource any HR activities, or the questions are not applicable to
your organization, please skip the remaining questions:
10. Would you prefer to have the recruitment activity carried out by in-house HR
department?

p
'

Yes
p
' No
Sometimes
Please specify why
11. Please evaluate the corporate fit of newly hired employees by an HR provider compared
to employees hired by an in-house recruiter.

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

12. As a leader you might have had the opportunity to work with employees that are hired
by an in-house recruiter or people hired by outside recruitment agency. Is there a difference
in the performance of employees hired by an outside provider compared to employees hired
from an in-house recruiter?

r
r

Yes

No
^ Sometimes
Please explain:
13. Do employees hired by an outside provider give higher performance than employees
hired from an in-house recruiter?

r
r
r

Yes
No
Sometimes
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14. Have you noticed a difference in the behavior of employees in your team hired by an
outside provider compared to employees hired from an in-house recruiter?
Yes

r
r

No
Sometimes

Can you specify?
15. Would you prefer to have training and development activity carried out by in-house HR
department?
Yes

r

No
^ Sometimes
Can you explain?

16. If your organization is outsourcing Training and Development, please rate the services
provided by the outside vendor.

r

Excellent

r Good

r
r
r

Average
Poor
Very poor

17. If your organization is outsourcing Payroll Administration, please rate the services
provided by the outside vendor.

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

18. If your organization is outsourcing Employee Counseling, please rate the services
provided by the outside vendor.
^ Excellent
88

r
r
r
r

Good
Average
Poor
Very poor

19. If your organization is outsourcing Coaching, please rate the services provided by the
outside vendor.

r
r
r
r
r

Excellent
Good
Average
Poor
Very poor

20. If your organization is outsourcing Human Resources Information Systems/Seif-service
Software, please rate the services provided by the outside vendor.

r

Excellent

r Good

r

Average

r Poor
r Very poor
21. Evaluate the impact of outsourcing HR activities on the performance of your team.
r Excellent
r Good
r Average
r Poor
r Very poor
22. Does outsourcing of HR activities impact your responsibilities?
r Yes

r
r

No
Sometimes

Please specify

23. Does outsourcing of HR activities create more work for you as a leader?
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^ Yes

r
*

No
^ Sometimes
If yes, please specify

24. Please evaluate the efficiency of the outsourcing in meeting the needs of the organization
Excellent

r

Good
^ Average
^ Poor
^ Very poor
25. Are there any other comments you would like to make regarding the outsourcing of HR
activities by your organization?
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